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MEMORANDUM  FOR  DISTRIBUTION 

Subj :  DEPARTMENT  OF  THE  NAVY  MANAGEMENT  CONTROL  PROGRAM 

Enel:  (1)  SECNAV  WASHINGTON  DC  172123Z  Mar  94  (ALNAV  032/94) 

(2)  FY  1993  DON  Annual  Statement  of  Assurance 

Enclosure  (1) ,  recently  released  by  the  Secretary  of  the 
Navy,  emphasizes  the  importance  of  managers  getting  involved  and 
staying  involved  with  the  Management  Control  Program.  As  we 
continue  with  right -sizing  our  force  structure,  organization  and 
operations,  each  commanding  officer  and  civilian  equivalent  must 
make  sure  that  the  Management  Control  Program  is  fully 
implemented  within  their  respective  organizations.  Secretary  of 
the  Navy  Instruction  5200. 35C,  Department  of  the  Navy  (DON) 
Management  Control  Program,  •>  squires  managers  to  conduct  annual 
evaluations  so  they  have  reasonable  assurance  that  the  systems  of 
internal  controls  are  effective  in  safeguarding  assets.  Managers 
of  DON  resources  should  perform  vulnerability  assessments, 
conduct  management  reviews,  identify  material  weaknesses  and 
establish  action  plans  to  correct  those  weaknesses. 

To  help  you  with  these  requirements,  I  am  distributing  the 
Fiscal  Year  1993  DON  Annual  Statement  of  Assurance,  enclosure 
(2) ,  so  you  are  aware  of  DON  material  weaknesses  and  the  actions 
underway  to  correct  them.  Please  have  your  managers  use  the 
results  of  this  report  as  they  review  their  areas  of 
responsibility.  If  you  have  weaknesses  in  any  of  these  areas, 
report  them  along  with  corrective  actions  via  your  chain  of 
command.  We  want  to  make  sure  that  these  weaknesses  are 
corrected  throughout  DON  and  not  just  in  isolated  activities. 

Thank  you  for  your  support  and  cooperation.  I  know  through 
your  efforts  in  response  to  these  enclosures  we  will  be  able  to 
certify  with  reasonable  assurance  in  our  Fiscal  Year  1994  report 
that  our  systems  of  internal  control  are  effective  in 
safeguarding  our  assets  and  achieving  our  mission. 

My  point  of  contact  for  the  Management  Control  Program  is 
Mr.  Richard  Gloss,  DSN  327-3334  or  commercial  (703)  607-3334. 
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EXECUTIVE  SUMMARY/COVER  BRIEF 


FOR  THE  SECRETARY  OF  DEFENSE 

DEPUTY  SECRETARY  J)F  DEPiaiSE 

John  H.  Dalton 
Secretary  of  th 

DEPARTMENT  OF  TUf  NAVY  (DON)  FEDERAL  MANAGERS ' 
FINANCIAL  INTEGRITY  ACT  STATEMENT  OF  ASSURANCE  FOR 
FISCAL  YEAR  1993 


ACTION  —  This  statement  provides  DON  input  which, 
when  combined  with  the  other  services  will  form 
the  SECDEF  Annual  Certification  Statement 
forwarded  to  the  President  and  the  U.S.  Congress 
by  31  December  1993. 

The  DON  has  evaluated  the  system  of  internal 
administrative  and  accounting  controls  in  effect 
during  Fiscal  Year  (FY)  1993  in  a  conscientious 
and  thorough  manner.  To  the  degree  that 
information  has  been  made  available,  despite 
issues  identified  in  the  FY  1993  audits,  and 
except  for  identified  material  weaknesses,  the 
system  of  internal  control  in  effect  during  FY 
1993  provided  reasonable  assurance  that  the 
objectives  of  the  Federal  Managers'  Financial 
Integrity  Act  were  achieved.  Information  to 
support  the  statement  was  derived  from  management 
control  program  reviews,  audits,  inspections, 
investigations,  and  other  management  studies.  The 
statement  of  certification  is  also  supported  by 
statements  of  assurance  received  from  each 
ASN/Navy  Principal  which  are  based  on 
certifications  received  from  their  subordinate 
organizations . 


Tab  A  provides  an  evaluation  of  the  internal 
control  program  and  FY  1993  accomplishments.  Tab 
B  provides  a  progress  report  on  the  DOD  High  Risk 
Areas.  Tabs  C-1,  C'2,  and  C-3  respectively 
provide  a  list  and  a  summary  of  uncorrected  and 
corrected  material  weaknesses.  Tab  D  reports 
deficiencies  and  corrective  actions  in  DON 
accounting  systems. 


SUBJECT:  DON  FEDERAL  MANAGERS'  FINANCIAL  INTEGRITY  ACT  ANNUAL 

STATEMENT  FOR  FISCAL  YEAR  1993 

TABS: 

A  >  Management  Control  Evaluation  Process 
B  -  DoD  High  Risk  Areas 

C-1  -  Listing  of  Uncorrected  Material  Weaknesses 
C-2  -  Uncorrected  Material  Weaknesses 
C-3  -  Material  Weaknesses  Corrected  This  Period 
D  -  Report  on  Accounting  Systems 


MMOkOEllEMT  CONTROL  BVALURTXOII  PROCESS 


1.  Conospt  of  Rsssonsbls  Assurancs.  The  system  of  internal 
administrative  and  accounting  control  of  the  Department  of  the 
Navy  (DON) ,  in  effect  during  the  Fiscal  Year  (FY)  ending 
30  September  1993,  was  evaluated  using  the  Guidelines  for  the 
Evaluation  and  Improvement  of  and  Reporting  on  Internal  Control 
systems  in  the  Federal  Government,  The  Director  of  the  Office  of 
Management  and  Budget  in  consultation  with  the  Comptroller 
General  issued  these  guidelines,  as  required  by  the  Federal 
Managers'  Financial  Integrity  Act  (FMFIA)  of  1982.  Included  is 
an  evaluation  of  whether  the  system  of  internal  administrative 
and  accounting  control  of  the  DON  is  in  compliance  with  standards 
prescribed  by  the  Comptroller  General. 

a.  The  objectives  of  the  system  of  internal  administrative 
and  accounting  control  of  the  DON  are  to  provide  reasonable 
assurance  that: 

-  obligations  and  costs  are  in  compliance  with  applicable 

law; 


-  funds,  property,  and  other  assets  are  safeguarded 
against  waste,  loss,  unauthorized  use,  or  misappropriation; 

-  revenues  and  expenditures  applicable  to  agency 
operations  are  properly  recorded  and  accounted  for  to  permit  the 
preparation  of  accounts  and  reliable  financial  and  statistical 
reports  and  to  maintain  accountability  over  the  assets;  and 

-  programs  are  efficiently  and  effectively  carried  out  in 
accordance  with  applicable  law  and  management  policy. 

b.  The  concept  of  reasonable  assurance  recognizes  that  the 
cost  of  internal  control  should  not  exceed  the  benefits  expected 
to  be  derived  therefrom,  and  that  the  benefits  consist  of 
reductions  in  the  risks  of  failing  to  achieve  the  stated 
objectives.  The  expected  benefits  and  related  costs  of  control 
procedures  should  be  addressed  using  estimates  and  managerial 
judgement.  Furthermore,  errors  or  irregularities  may  occur  and 
not  be  detected  because  of  inherent  limitations  in  any  system  of 
internal  administrative  and  accounting  control  including  those 
limitations  resulting  from  resource  constraints,  congressional 
restrictions,  and  other  factors.  Finally,  projection  of  any 
evaluation  of  the  system  to  future  periods  is  subject  to  risk 
because  procedures  may  be  inadequate  due  to  changes  in 
conditions,  or  because  the  degree  of  compliance  with  procedures 
may  deteriorate.  Therefore,  statements  of  reasonable  assurance 
are  provided  within  the  limits  of  the  preceding. 


TAB  A 
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2.  D<f  rainatlon  of  R»«son>bl»  A»iir«nc»  status 


a.  Structure .  The  organization  and  structure  of  the  DON 
along  with  the  daily  actions  taken  to  maintain  a  modern,  quality 
naval  force  and  to  preserve  essential  naval  capabilities  is  a 
large  factor  that  contributes  to  the  Secretary  of  the  Navy  having 
reasonable  assurance  that  the  system  of  management  controls  are 
operating  as  intended.  The  Department  of  the  Navy's  (DON) 
Management  Control  Program  is  decentralized  and  covers  all  shore 
commands  and  afloat  forces.  The  Secretary  of  the  Navy,  through 
the  Assistant  Secretary  of  the  Navy  (Financial  Management) / 
Comptroller  of  the  Navy,  is  responsible  for  overall 
administration  of  the  Management  Control  Program  which  includes 
developing  operational  policy  and  procedures,  coordinating 
reporting  efforts  and  performing  oversight  reviews.  Primary 
responsibility  for  program  execution  and  reporting  is  placed  with 
the  Assistant  Secretaries  of  the  Navy,  the  Chief  of  Naval 
Operations,  the  Commandant  of  the  Marine  Corps,  the  Secretariat 
staff  offices  and  other  major  commands.  Each  of  these  components 
provide  the  Secretary  with  an  annual  Management  Control 
Certification  Statement  giving  a  total  of  14  statements  that 
become  source  documents  for  the  Secretary's  consideration  in 
arriving  at  a  conclusion  that  indeed  there  is  reasonable 
assurance  that  the  system  of  internal  administrative  controls  are 
working. 

Line  managers  at  all  organizational  levels  schedule  and  perform 
individual  risk  assessments  and  management  control  reviews, 
monitor  and  track  corrective  actions,  and  report  identified 
weaknesses  judged  to  be  material  through  their  chain  of  command. 
In  fact,  DON  has  approximately  2,500  Management  Control  Program 
coordinators  who  support  thousands  of  managers  as  they  evaluate 
the  systems  of  internal  controls  related  to  their  mission  areas. 
In  addition,  audits,  inspections  and  investigations  issued  by  the 
General  Accounting  Office,  the  Department  of  Defense  Inspector 
General,  the  Auditor  General  of  the  Navy,  the  Naval  Inspector 
General,  and  the  Director,  Naval  Criminal  Investigative  Service 
are  reviewed  to  identify  potential  Department  of  the  Navy-wide 
issues. 

Except  for  limited  scope  audits,  the  Naval  Audit  Service 
routinely  assesses  the  effectiveness  of  management  controls  in 
the  course  of  auditing  and,  where  warranted  explicitly,  addresses 
management  control  deficiencies  in  their  reports  as  a  means  of 
ensuring  managerial  accountability.  To  limit  the  duplication 
between  the  audit  follow-up  process  and  the  requirements  of  the 
FMFIA  Management  Control  Program,  the  requirement  for  DON 
components.  Echelon  2  and  below,  to  review  and  consider  audit 
findings  for  reporting  as  FMFIA  material  weaknesses,  was  revised. 
The  heads  of  Echelon  2  and  below  commands/activities  are 
responsible  for  reporting  to  their  immediate  superior  only  those 
weaknesses  from  audits  which,  in  their  opinion,  represent 
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significant  breakdo%ms  in  management  controls  and  material 
weaknesses  in  programs  and  functions  under  their  direct  command 
and  authority.  In  addition,  the  Auditor  General  of  the  Navy  in 
collaboration  with  the  Navy  Comptroller's  Management  Control 
Division  is  responsible  for  identifying  potential  material 
weaknesses  resulting  from  audits.  Potential  draft  weaknesses  are 
provided  to  DON  senior  level  functional  managers  for  their  review 
and  consideration  in  determining  DON  material  weaknesses.  On  the 
basis  of  an  annual  evaluation  of  the  DON'S  management  control 
certification  statement,  the  Auditor  General  of  the  Navy  issues 
an  independent  assessment  of  the  statement  that  is  provided  to 
the  Secretary  of  the  Navy.  This  independent  assessment  serves  as 
a  check  and  balance  and  becomes  another  source  for  giving 
assurance  to  the  Secretary  that  the  system  of  internal  controls 
are  working  and  to  the  extent  possible  have  been  properly 
evaluated. 

The  forces  afloat  are  also  an  integral  part  of  the  DON  Management 
Control  Program.  Numerous  alternative  management  control  reviews 
in  the  form  of  shipboard  inspections  and  reviews  are  conducted  on 
a  continual  basis  to  ensure  the  effectiveness  of  all  operational, 
financial,  administrative  and  quality  of  life  controls  in  place 
on  all  Naval  ships.  In  fact  on  the  average  there  are  some  25 
different  inspections  on  each  ship  throughout  any  fiscal  year 
that  gives  assurance  that  the  system  of  internal  controls  are  in 
place  and  working. 

Another  key  component  of  the  DON'S  Management  Control  Program  is 
senior  management's  involvement.  In  1986,  The  Secretary  of  the 
Navy  established  an  Internal  Control  System  Coordinating 
Committee  (ICSCC)  to  facilitate  the  coordination  of  internal 
control  functions.  This  year,  instead  of  convening  the  ICSCC 
after  the  Navy's  statement  of  assurance  was  drafted,  a  meeting 
was  held  in  August  to  discuss  significant  issues  to  be  addressed 
in  the  DON'S  1993  annual  statement  and  to  explain  the  additional 
program  requirements  resulting  from  the  Department  of  Defense 
(DOD)  Senior  Financial  Management  Oversight  Committee.  The 
Acting  Assistant  Secretary  of  the  Navy  (Financial  Management/ 
Comptroller)  chaired  the  meeting  that  included  principals  from 
the  Chief  of  Naval  Operations,  the  Marine  Corps  and  the  offices 
of  the  Assistant  Secretaries  of  the  Navy.  After  preparing  a 
draft  of  this  year's  statement,  the  Auditor  General  of  the  Navy, 
the  Assistant  Secretaries  of  the  Navy  and  members  of  the  ICSCC 
were  requested  to  provide  their  comments /concurrence  before  the 
statement  was  presented  to  the  Secretary  for  signature.  For  each 
DON  material  weakness  reported  the  appropriate  senior  functional 
proponent (s)  must  ensure  that  corrective  actions  are  implemented 
and  progress  is  monitored. 

b.  Discovery  Process  and  Statistical  Data.  During  FY  1993, 
Navy  and  Marine  Corps  components  reviewed  more  than  1,718  risk 
assessments  that  were  performed  during  FY  1992.  If  an  assessable 


unit  is  the  same,  for  example,  timekeeping,  in  the  "roll  up",  it 
is  only  counted  once  for  DON  statistical  purposes.  Of  the  1,718 
risk  assessments,  23%  were  rated  high  risk,  60%  rated  medium  risk 
while  17%  were  rated  to  have  a  low  risk.  These  risk  assessments 
were  used  to  establish  the  management  control  plans  of  the 
components  with  those  areas  having  a  high  risk  rating  being  the 
first  to  be  reviewed.  The  components  performed  over  3,648 
Management  Control  Reviews  and  Alternative  Management  Control 
Reviews  (such  as  audit  findings,  inspections,  and  investigations) 
and  used  the  results  to  determine  the  adequacy  of  DON'S  internal 
controls  and  to  establish  and  implement  new  controls  where 
needed. 

In  addition,  the  DON  analyzed  the  results  of  over  140  General 
Accounting  Office,  Department  of  Defense  Inspector  General  and 
Naval  Audit  Service  audit  reports.  All  weaknesses  highlighted  by 
the  Office  of  the  Comptroller  of  Defense  from  these  audit  reports 
were  considered  for  this  year's  report.  Generally,  significant 
weaknesses  selected  for  reporting  to  the  Secretary  of  Defense  are 
either  within  a  High  Risk  area  concern,  pertinent  to  a  Defense 
Management  Report  Decision,  related  to  a  Consolidated  Information 
Management  issue,  a  high  visibility  item  as  a  result  of 
congressional/media  interest,  or  represent  a  DON-wide  systemic 
problem.  Also,  the  results  from  DON  investigative  and  inspector 
general  organizations  were  considered. 

The  DON  Secretariat  staff  offices  and  Echelon  1  components 
reported  16  weaknesses  and  one  accomplishment.  The  DON 
Management  Control  Program  staff  combined  nine  of  the  newly 
reported  weaknesses  along  with  weaknesses  identified  in  audit 
summaries  and  developed  four  weaknesses  that  focused  on  systemic 
issues.  Prior  year  weaknesses  covering  the  same  systemic  areas 
were  also  rolled  into  the  newly  reported  material  weaknesses. 

Five  of  the  remaining  weaknesses  are  being  reported  individually. 
The  DON  maintains  a  tracking  system  to  provide  status  of 
corrective  actions  for  reported  material  weaknesses.  During  FY 
1993,  the  DON  tracked  and  reported  on  the  corrective  actions  for 
five  material  weakness  with  28  milestones.  DON  would  have  had  an 
additional  11  weaknesses  corrected  during  FY  1993,  however  the 
new  DOD  verification  requirement  resulted  in  DON  not  being  able 
to  close  these  weaknesses  in  FY  1993  since  the  verification 
process  was  incomplete. 

Through  the  weekly  and  sometimes  daily  briefings  that  principal 
officials  have  with  senior  managers,  DON  issues  affecting  the 
department  are  discussed.  The  agenda  of  these  meetings  help 
track  the  status  of  emergent  issues  and  contributes  to 
information  managers  use  to  assess  how  well  their  programs  are 
working  and  how  well  their  problems  are  being  resolved. 

The  annual  performance  reviews  of  all  personnel  within  the  DON 
provides  data  for  determining  the  checks  and  balances  needed  in 


an  organization  to  ensure  mission  outcomes.  Also,  from  these 
performance  reviews  managers  determine  whether  or  not  the 
critical  elements  of  personnel  are  meeting  the  mission  of  the 
component  and  to  what  extent  their  job  descriptions  are  current 
and  are  covered  by  written  procedures. 

During  FY  1993,  various  DON  components  performed  efficiency 
reviews.  To  accomplish  an  efficiency  review  managers  must  assess 
their  internal  organizational  structure,  mission  and  functions  to 
determine  optimum  efficiency  and  economy  of  operation.  The 
results  of  these  reviews  gave  managers  the  data  to  make 
adjustments  to  their  organizations  to  ensure  mission 
accomplishment . 

Since  the  capitalization  of  many  of  DON'S  policy  and  functional 
areas  such  as  accounting,  supply  and  logistics,  monthly  meetings 
among  the  appropriate  DOD  components  gave  management  information 
on  the  status  of  programs  and  issues  affecting  organizations 
across  the  services.  Through  these  status  reports  managers 
assessed  the  effectiveness  of  controls.  Several  Memorandum  of 
Understanding  between  the  DOD  components  were  concluded  during  FY 
1993.  These  Memorandum  of  Understanding  help  delineate  functions 
and  responsibilities  as  well  as  internal  controls  thus  ensuring 
mission  accomplishment. 

Finally,  the  personnel  resources  were  considered.  To  maintain  a 
qualified  staff,  civilian  staff  attended  training  classes  and 
professional  development  seminars  related  to  the  mission  and 
function  of  their  respective  organizations  during  FY  1993. 
Understanding  and  using  current  instructions  and  guidance  is 
especially  important  in  maintaining  an  effective  and  efficient 
system  of  controls.  So,  it  is  important  that  DON  maintains  an 
active  training  program  for  managers  and  staff. 

Conclusion;  Since  not  all  functions  and  programs  are  reviewed 
each  year,  reasonable  assurance  is  only  expressed  for  those  areas 
reviewed  by  DON  components  during  FY  1993.  Therefore,  to  the 
degree  that  information  has  been  made  available,  despite  issues 
identified  in  the  FY  1993  audits,  and  except  for  the  material 
weaknesses  reported,  the  Secretary  of  the  Navy  has  reasonable 
assurance  that  the  systems  of  management  controls  are  operating 
as  intended. 

3.  Training  DOM  Managers.  Educating  and  training  DON  managers 
at  all  levels  on  the  processes  and  requirements  of  the  Management 
Control  Program  is  central  to  achieving  the  objectives  of  the 
FMFIA.  In  addition  to  the  general  courses  that  the  Office  of 
Personnel  Management  and  other  governmental  agencies  may  offer 
for  DON  managers,  the  following  is  a  summary  of  DON  activities 
contributing  to  education  and  training; 

a.  Several  DON  components  developed  a  computer  assisted 
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Management  Control  course  that  managers,  through  their  local  area 
network  systems,  can  access  on  an  as  need  basis.  The  course  is 
user  friendly  and  easily  updated  to  reflect  changes  in  program 
reguirements . 

b.  The  Chief  of  Naval  Operations'  training  manual  that  was 
issued  to  their  subordinate  commands/ activities  during  FY  1992, 
continues  to  be  in  demand  and  is  used  by  managers.  This  training 
manual  includes  materials  from  the  DON'S  train-the-trainer 
course,  including  a  brief  history  of  the  Management  Control 
Program,  program  forms  (with  instructions)  and  case  studies. 

c.  The  Navy  Practical  Comptrollership  Course  (PCC) ,  offered 
at  the  Naval  Postgraduate  School  in  Monterey,  CA  contains  a 
chapter  on  the  DON'S  Management  Control  Program.  This  course 
continues  to  be  a  key  activity  contributing  to  education  and 
training  in  the  area  of  the  Management  Control  Program  processes 
and  requirements.  The  PCC  is  offered  6  times  a  year  to  mid-level 
civilian  accountants,  budget  analysts,  and  junior  and  senior 
level  military  personnel.  Over  240  individuals  received 
extensive  instructions  in  this  training  forum  in  FY  1993. 

d.  The  DON  provides  Management  Control  training  to 
prospective  commanding  officers  prior  to  assuming  command 
responsibility  at  their  next  duty  station.  This  training  in 
effect  enables  these  commanders  to  keep  abreast  of  the  most 
recent  program  change  and  fundamental  requirements  of  the  DON 
Management  Control  Program. 

4.  AccompH ahmantg .  The  following  paragraphs  address 
accomplishments  of  the  DON'S  Management  Control  Program  during  FY 
1993. 


a.  During  FY  1993,  DON  initiated  an  aggressive  quality 
assurance  program  to  ensure  FMFIA  implementation  and 
documentation.  Thirty-one  quality  assurance  reviews  were 
conducted  at  subordinate  DON  commands.  In  addition  to 
determining  whether  the  Management  Control  Program  is  fully 
implemented,  the  Management  Control  staff  uses  the  review  to 
provide  on-site  assistance  where  needed.  Managers  are  reminded 
to  consider  all  areas  of  responsibility  such  as  operational  and 
mission  areas  as  well  as  administrative  areas  for  inclusion  in 
their  inventory  of  assessable  units.  These  reviews  also  serve  as 
a  feedback  mechanism  wherein  field  activities  have  the 
opportunity  to  provide  suggestions  for  improving  or  streamlining 
program  requirements/reports.  Overall,  at  those  subordinate  Navy 
commands  visited,  the  Management  Control  Program  was 
satisfactorily  implemented  and  appeared  to  be  working 
effectively.  Only  minor  suggestions,  such  as  additional 
documentation/ comments  needed  to  be  provided  on  the  vulnerability 
assessment  form,  had  to  be  made  in  order  to  "fine-tune"  the 
individual  programs.  DON  found  quality  assurance  reviews  to  be 
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an  effective  means  to  ensure  Management  Control  Program 
compliance  and  quality.  Additional  reviews  are  planned  for  FY 
1994. 


b.  A  Quality  Management  Board  evaluated  the  possibility  of 
adopting  common  planning,  assessment,  review  and  reporting 
requirements  for  both  the  Management  Control  Program,  and  an 
activity  group  strategic  planning  process  and  its  products.  The 
board  developed  an  approach  and  process  for  coordinating  the 
development  and  integration  of  the  two  processes /programs  using 
the  principles  of  Total  Quality  Leadership.  A  prototype  was 
designed  and  is  being  piloted  within  an  activity  group.  The 
inventory  of  assessable  units  will  parallel  those 
responsibilities  assigned  by  the  standard  organization  manual. 
This  parallel  of  assessable  units  and  manager  responsibilities 
will  tie  the  Management  Control  Program  directly  to  the  managers' 
responsibilities  (processes) ,  and  will  return  ownership  of  the 
program  to  the  managers.  Along  with  this  pilot,  an  automated 
follow-up  system  was  devised  that  will  provide  the  needed 
information  on  audits,  management  control  reviews,  internal 
reviews,  and  other  studies.  This  system  will  not  only  give 
management  a  data  base  for  tracking  possible  material  weaknesses, 
but  will  also  be  a  source  of  information  for  quick  assessment  of 
the  status  of  the  internal  control  environment.  This  system 
provides  management  with  the  needed  checks  and  balance  for 
managers.  Moreover,  the  system  appears  to  be  exportable  as  the 
prototype  is  instituted  at  other  DON  activities. 

c.  As  a  result  of  Defense  Management  Review  decisions. 
Corporate  Information  Management  consolidations  and  the 
downsizing  of  DOD,  reorganizations  are  continually  occurring. 
Consequently,  the  responsibility  for  specific  functions  and  the 
related  internal  controls  are  transferring  within  or  between 
components  of  the  Department  of  Defense.  Reorganizations  are 
being  closely  monitored  to  ensure  that  all  assessable  units  are 
properly  accounted  for  and  included  in  this  year's  annual 
statem'int.  In  fact,  proper  documentation  of  those  assessable 
units  covering  the  DON  assets  and  resources  transferred  to  other 
DOD  components  was  noted  during  the  quality  assurance  reviews. 

d.  Continued  use  of  the  Attack  Cost  Through  Improvement  in 
Our  Navy/Marine  Corps  ("Action  PLUS")  program  has  achieved  cost 
avoidances  and  savings  of  approximately  $48  million  in  FY  1993. 
The  focus  of  the  program  is  to  implement  the  best  features  of  DON 
improvement  efforts  such  as  acquisition  strea:ilining,  central 
procurement,  productivity  improvement  and  value  engineering  and 
to  improve  quality  while  at  the  same  time  reducing  the  cost  and 
time  to  provide  support  to  the  fleet  and  the  Marine  Corps. 

e.  The  DON  continues  to  pursue  the  challenge  in  developing 
substitutes  for  hydrocarbons  (halons) .  DON  launched  an 
aggressive  research  and  development  plan  to  qualify  a  non-ozone 
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depleting  refrigerant  for  shipboard  use.  This  development  is  in 
response  to  the  1990  amendment  to  the  U.S.  Clean  Air  Act.  The 
refrigerant  is  being  tested  and  could  lead  to  conversions 
throughout  the  DON.  Development  of  non-chlorofluorocarbon 
refrigerants  is  very  important  in  order  to  comply  with  stringent 
environmental  rules  and  regulations. 

f.  A  naval  activity  has  designed  and  developed  the  DON'S 
Electronic  System  For  Personnel  (ESP)  program  to  electronically 
transmit  personnel  actions  to  and  from  satellite  detachments. 

ESP  processes  personnel  actions  from  the  time  a  position  is 
established  to  the  completion  of  hiring  action.  It  also  provides 
electronic  transfer  of  data  both  to  payroll  systems  and  the  DON'S 
main  database  in  Oak  Ridge,  TN.  This  electronic  link  is  designed 
to  significantly  improve  the  turnaround  time  on  completing 
personnel  actions  and  is  the  first  in  a  series  of  customer- 
focused  personnel  systems  planned  to  place  more  information  and 
control  in  the  hands  of  managers.  This  system  has  significantly 
reduced  the  amount  of  paper  and  uses  built-in  credit  cards  (smart 
cards)  to  check  data  integrity.  Smart  cards  also  detect 
unauthorized  changes  made  to  a  document.  The  Office  of  Personnel 
Management  approved  the  system  and  several  naval  activities  are 
implementing  ESP.  Several  DOD  as  well  as  non-DOD  organizations 
have  expressed  an  interest  in  the  system. 

5.  Other  Accomplisiuiienta.  other  accomplishments  during  FY  1993 
include: 


a.  The  DON'S  ability  to  detect,  investigate  and  deter 
procurement  fraud  has  improved  with  enhanced  training  programs, 
more  effective  use  of  resources  through  regionalizing,  continued 
emphasis  upon  initiative  operations,  and  improved  awareness 
through  briefing  programs.  For  FY  1993,  289  procurement  fraud 
cases  were  opened  and  386  cases  were  closed  for  a  total  DON 
benefit  of  $13  million.  For  example,  the  DON  initiated  an 
investigation  after  allegations  of  defective  pricing  by  a  DOD 
contractor.  This  investigation  was  the  first  of  its  kind,  in 
which  indictments  and  convictions  were  achieved  against  defense 
contractor  employees  who  caused  the  inflation  of  labor-hour 
"estimates.”  This  has  established  a  precedence,  in  that  defense 
contractors  who  knowingly  and  willfully  inflate  estimates  in  sole 
source  negotiated  contracts  will  be  subject  to  criminal 
prosecution.  The  corporation  agreed  to  a  civil  settlement  of 
approximately  $55.5  million  and  pled  guilty  to  one  count  of  mail 
fraud  and  agreed  to  pay  $1  million  in  fines.  The  DON  also 
successfully  pursued  the  first  case  under  the  Program  Fraud  Civil 
Remedies  Act.  The  judgment  was  made  on  behalf  of  the  government 
totaling  $185,253.  Other  fraud  cases  investigated  during  FY 
1993  identified  deficiencies  related  to: 

issuing  fraudulent  surety  bonds; 

-  cost  mischarging; 
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>  violations  of  federal  wage  and  standards  under  the 
Davis-Bacon  Act; 

-  false  claims; 

-  product  substitution; 

-  bribery  of  procurement  officials; 

-  kickbacks  by  subcontractors  to  higher  tier 
subcontractors  and/or  prime  contractors;  and 

-  illegal  dumping,  disposal,  storage  and 
transportation  of  hazardous  waste  and  toxic  pollutants. 

b.  During  FY  1993  the  DON  conducted  1,364  larceny  of 
government  property  investigations  with  a  total  reported  loss 
value  of  approximately  $10  million.  Recoveries  through 
investigative  efforts  totaled  approximately  $3  million. 
Administrative  buildings.  Navy  Exchanges,  warehouses,  storage 
areas  and  maintenance  buildings  continue  to  be  the  prime 
locations  where  larcenies  occur. 

c.  The  Navy  Hotline  Program  opened  1,700  cases  and  closed 
1,400  cases  with  a  total  Navy  benefit  of  about  $602,497.  Due  to 
the  downsizing  and  reductions  in  force,  job  security  concerns 
have  prompted  complaints  about  job  atmosphere.  Despite  an 
increase  in  the  number  of  complaints  placed,  the  substantiation 
rate  remains  constant  at  twenty-eight  percent. 

d.  Area  visits  were  conducted  to  evaluate  and  review  the 
quality  of  life  for  service-members  at  naval  commands /bases 
located  outside  the  continental  United  States.  The  most 
significant  and  consistent  deficiencies  found  in  these  reviews 
were  in  Bachelor  housing;  Command  Managed  Equal  Opportunity 
Programs;  and  fraternization. 

6.  Plans.  During  FY  1994  the  DON  will: 

a.  Rewrite  and  issue  an  updated  DON  Management  Control 
Program  instruction  based  on  the  Office  of  Management  and  Budget 
Circular  A-123  and  DOD  revised  guidance. 

b.  Continue  to  review  opportunities  to  streamline  and 
improve  Management  Control  Program  processes  with  the  objective 
of  reduce  redundancy  in  reporting  and  unneeded  paperwork.  We 
will  continue  to  concentrate  on  the  identification  and  timely 
correction  of  weaknesses  including,  but  not  limited  to,  those  in 
"High  Risk"  problem  areas. 

c.  Continue  the  on-site  Quality  Assurance  Review  Program  to 
ensure  that  the  statutory  intent  and  implementation  principles  of 
the  Management  Control  Program  are  being  adhered  to,  that 
implementation  problems  are  identified  and  corrected,  and  that 
all  improvement  initiatives  are  recognized  and  incorporated  into 
the  overall  program.  Special  emphasis  will  be  placed  on 
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evaluating  field-level  identification  and  reporting  of  material 
weaknesses . 

d.  Continue  to  stress  top  management  interest,  involvement 
and  support  of  the  Management  Control  Program  and  the  importance 
of  developing  and  implementing  adequate  and  timely  corrective 
actions.  Work  with  Navy  managers  to  improve  methods  for  the 
accumulation  and  use  of  shipboard  inspections  to  determine 
systemic  weaknesses. 

e.  Continue  to  explore  the  feasibility  of  automating  the 
requirements  of  the  Management  Control  Program  on  floppy  disks  to 
achieve  standardization  and  uniformity  in  performing 
Vulnerability  Assessments,  Management  Control  Reviews,  and 
reporting.  Several  DON  components  have  already  initiated  this 
effort  for  their  own  activities.  An  automated  program  could  also 
serve  as  a  continuous  training  mechanism  for  training  DON 
managers  and  coordinators. 

f.  Explore  development  of  a  standard  DON  inventory  of 
assessable  units  within  common-serviv^e  organizations  such  as  the 
Personnel  Support  Activity  group,  the  naval  shipyards,  the  naval 
weapons  station  and  others.  These  activity  groups  will  be 
meeting  during  FY  1994  to  discuss  developing  a  standard  inventory 
of  assessable  units  for  use  within  their  organizations. 

g.  Reconsider  audits  identified  in  the  Auditor  General's 
report  as  having  potential  material  weaknesses  for  FY  1993 
corresponding  to  new  issues  that  may  have  not  been  significant 
enough  to  report,  however  could  have  potential  as  contributing  to 
a  systemic  weakness  in  FY  1994  FMFIA  Statement  of  Assurance. 

Those  issues  are  as  follows:  Government  property  in  possession 
of  contractors;  Family  housing  requirements;  Duplication/ 
proliferation  of  test  and  simulation  capacity;  and  Force 
readiness  issues. 

7.  Point  of  Contact.  The  Department  of  the  Navy  point  of 
contact  for  the  Management  Control  Program  and  issues  dealing 
with  material  weaknesses  reported  in  the  FY  1993  FMFIA  Statement 
of  Assurance  is  Mr.  Richard  Gloss.  Mr.  Gloss  can  be  reached  on 
commercial  (703)  607-3333,  DSN  327-3333  or  fax  (703)  607-3342. 
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Weaknesses  Reported: 

Less :  Corrected 

Net  Uncorrected  weaknesses 
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Supply  Operations: 


Weaknesses  Reported:  4 

Less :  Corrected 

Net  Uncorrected  weaknesses  4 

Contracted  Advisory  and  Assistance  Services: 

Weaknesses  Reported :  1 

Less :  Corrected 

Net  Uncorrected  weaknesses  0 


Contract  Administration: 

N/A 

Information  Technology: 

Weaknesses  Reported:  1 

Less :  Corrected  _0 

Net  Uncorrected  weaknesses  1 


Financial  Accounting  for  Real  and  Personal  Property 
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Excess  and  Unrecorded  Inventories 
Receipt  Confirmation 

Inaccurate  Inventory  Management  of  Torpedo 
Propulsion  Batteries  and  Sonobuoys 
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MATERIAL  WEAKNESSES  CORRECTED  THIS  PERIOD 
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Material  weaknesses  as  identified  by  the  Department  of  the  Navy 
(DON)  components  for  the  high  risk  area  of  Supply  Operations 
continue  to  center  around  excess  inventory,  materials  control 
and  requirements  determination.  These  weaknesses  deal  with  DON 
activities  not  screening  materials  on  receipt,  purging 
uneconomical  and  unserviceable  stock  excesses  and  not  adequately 
determining  the  proper  requirements  for  equipment,  supplies,  and 
materials. 

Excess  inventory  has  been  a  major  concern  in  the  DON  and 
corrective  actions  have  involved  actions  such  as  determining 
availability  of  on-hand  assets  prior  to  starting  procurement  and 
establishing  policies  and  procedures  requiring  the  use  of  excess 
on-order  assets  to  be  used  as  Government  Furnished  Material  for 
production  contracts.  At  many  activities  DON  already  has 
identified  unrecorded  material  and  returned  it  to  inventory 
control  as  well  as  centralized  the  responsibility  for  generating 
material  requirements. 

An  objective  of  DON  management  is  to  establish  and  implement 
adequate  controls  over  government-owned  materials  and  inventory. 
For  example,  guidance  will  be  issued  requiring  management  to  make 
periodic  spot  checks  for  unrecorded  inventory.  DON  also  plans  to 
improve  procedures  for  verifying  requirements  data  before 
initiating  purchases  and  awarding  supply  contracts.  This  process 
should  align  the  requirements  with  purchases. 

Many  of  DON'S  efforts  to  improve  supply  operations  are  under  the 
cognizance  of  the  Department  of  Defense  Information  Management 
Program  initiatives  such  as  the  development  of  an  Interservice 
Material  Accounting  and  Control  System  that  will  improve 
interservice  and  supply  reporting.  The  DON  will  continue  to  have 
a  weakness  in  the  area  of  materials  sent  to  commercial  facilities 
for  repair  until  this  system  is  completed.  The  DON  continues  to 
implement  the  Fleet  Optical  Scanning  Ammunition  Marking  System 
and  to  train  the  appropriate  personnel.  This  action  will  help  in 
determining  sohobuoy  requirements.  Finally,  DON  has  completed 
the  testing  of  a  methodology  that  will  improve  visibility  and 
control  over  initial  spares  shipped  from  contractors  to 
activities.  Procedures  have  been  established  for  centralized 
management  to  improve  control  and  to  standardize  delivery  of 
spares  and  should  be  implemented  on  ships. 
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Material  weaknesses  as  identified  by  Department  of  the  Navy  (DON) 
components  for  the  high  risk  area  of  Contracted  Advisory  and 
Assistance  Services  deals  with  identifying  and  reporting 
expenditures  for  services.  To  strengthen  internal  controls,  the 
DON  implemented  Department  of  Defense  guidance,  "Contractor 
Advisory  and  Assistance  Services  Users'  Guide"  and  issued 
SECNAVINST  4200. 31C,  "Acquiring  and  Managing  Consulting 
Services,"  dated  22  June  1993.  DON  defined  specific  functions 
that  are  Inherent  to  the  Navy.  The  DON  also  requires  training  of 
personnel  on  the  definition  and  proper  reporting  procedures  of 
Contractor  Advisory  and  Assistance  Services.  Identification  and 
reporting  of  consulting  services  is  an  item  for  review  in  all  DON 
procurement  management  reviews. 
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A  material  weakness  as  identified  by  Department  of  the  Navy  (DON) 
components  for  the  high  risk  area  of  Information  Technology 
centered  around  the  problem  of  DON  components  using 
unauthorized/undocumented  software.  Software  vendors  try  to 
control  unauthorized  use  of  their  products  through  license 
agreements  that  invoke  the  protection  available  under  Federal 
copyright  statutes.  License  agreements  specify  that  each 
software  program  purchased  is  to  be  used  on  one  computer  at  a 
time.  In  some  instances,  an  activity  may  purchase  a  "site 
license"  or  a  license  to  use  a  software  program  on  a  local  area 
network  of  computers. 

Compliance  with  license  agreements  relies  on  the  integrity  of  the 
software  user.  Despite  copyright  warnings,  unauthorized/ 
undocumented  software  installed  on  personal  computers  appears 
throughout  the  DON.  This  problem  appears  to  exist  because  of 
either  vague  instructions  regarding  controls  over  copyrighted 
computer  software,  lack  of  guidance  on  how  software  should  be 
accounted  for  or  controlled.  There  also  appears  to  be  a  lack  of 
management  emphasis  on  compliance  with  licensing  agreements. 

An  objective  of  the  DON  is  to  ensure  internal  controls  are 
implemented  for  this  identified  weakness.  DON  has  written  policy 
and  instructions  on  using  software  DON,  however,  the  importance 
of  following  copyright  law  needed  to  be  reemphasized.  DON  issued 
a  policy  statement  emphasizing  that  DON  employees  must  follow 
copyrighted  computer  software  licensing  agreements.  Also,  DON 
established  a  working  group  to  draft  a  guidebook  covering 
management  of  copyrighted  computer  software.  When  completed  DON 
will  distribute  the  guidebook  DON~wide. 
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UVCORRBCTBD  MATBRIAL  Wr\KKSaBM8 
LZ8TZM0 


Zd«Btifi«d  During  Ctirrnnt  Pnriod: 


TitlU 

Correction 

DAte 

Page 

Mfi. 

Requirements  Determination 

9/96 

1 

Excess  Material  and  Unrecorded 
Inventories 

9/97 

8 

Inadequate  Operational  Testing  for 
the  Acquisition  of  Systems  and  poorly 
defined  program  initiations 

9/97 

18 

Federal  Employees'  Compensation  Act 
(FECA)  Case  Management 

9/95 

24 

Navy  Enlisted  Classification  (NEC)  Code 
Training 

3/96 

27 

Copyrighted  Computer  Software 

3/95 

30 

Aviation  Continuation  Pay  (ACP)  bonus 
program 

3/95 

32 

Department  of  the  Navy  Revolving  Funds 
Chief  Financial  Office  (CFO)  Financial 
Statements  Ajcountability 

9/95 

34 

Unmatched  Disbursements 

9/95 

39 

TAB  C-1 


1 


Id«iitifi«d  During  Prior  Poriodst 

Corrootion 
Dnto  in  Annual 

FY  Statanant  of  Paga 

Ti»lf  BtPgr^fd  nn  7X91  BSx 

Naval  Selected  Reserve  Force 


Mobilization  Requirements 

Sexual  Harassment 

Poor  Utilization  of  Bachelor 
Enlisted  Quarters  (BEQs)  Berthing 
Spaces  and  Transient  Bachelor 
Officer  Quarters  (BOQs) 

Enlisted  Member  "Mess  Separately" 
(RATSSEP)  Authorization  and  Food 
Service  Operations 

Environmental  Issues  relating  to 
major  systems  acquisition 

Compliance  with  Environmental  Laws 
and  Regulations  by  the  Department 
of  the  Navy  (DON) 

Compliance  with  Environmental  Laws 
and  Regulations  by  the  Department  of 
the  Navy  Concerning  Management  and 
Elimination  of  Ozone  Depleting 
Substances 

Environmental  Compliance 
Deficiencies 

Hazardous  Waste  Management 

Requirements  Determination 
for  Ammunition  and  Centrally- 
Controlled  Operating  Stocks 

Requirements  Determination  for 
Aircraft  Acquisitions 

Material  at  Commercial  Repair 
Facilities 

Potential  Excess  Aircraft, 

Ship  and  Submarine  Parts 


92 

9/95 

3/96 

42 

92 

3/95 

9/95 

45 

92 

9/93 

9/94 

48 

92 

9/93 

9/94 

53 

92 

3/93 

3/95 

55 

92 

9/93 

9/95 

59 

92 

3/96 

9/96 

61 

92 

9/93 

9/94 

64 

92 

3/94 

3/94 

67 

(Systemic  weakness,  see  page  1) 

(Systemic  weakness,  see  page  1) 

(Systemic  weakness,  see  page  8) 
(Systemic  weakness,  see  page  8) 
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Id«iitif i«d  During  Prior  Poriods  (cont'd)  t 


Material  Handling  and  Container 
Requirements 

Management  of  the  Metrology  and 
Calibration  (METCAL)  Program 

Family  Service  Centers 

Receipt  Confirmation 

Excess  Property 

In-process  Reviews  and  Operational 
Test  and  Evaluation  of  Non-Major 
Systems 

Military  Manpower/Hardware 
Integration  (HARDMAN)  Program 

New  Research  Acquisition  Program 
Initiations 

Inaccurate  Inventory  Management 
of  Torpedo  Propulsion  Batteries 
and  Sonobuoys 


Correction 


PY 

Date  in  Annuel 
Statement  of 

Page 

Reported 

rY92 

FY93 

90 

9/93 

9/94 

73 

90 

9/93 

3/94 

76 

90 

3/93 

9/94 

78 

89 

3/93 

3/95 

81 

89 

3/93 

9/94 

83 

(Systemic  weakness. 

see  page 

18) 

88 

3/93 

9/94 

91 

(Systemic  weakness. 

see  page 

i  18) 

86 

9/93 

9/94 

94 
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UHCORRBCTBD  MATERIAL  WMMggB 
IDBETIFIBD  DORIWQ  THE  PERIOD 

mi 


Titl#  >nd  D«scriPtion  of  Maf  ri>l  W— Requirements 
Determination.  The  Department  of  the  Navy  has  identified 
deficiencies  in  the  area  of  requirements  determination  for 
equipment,  supplies,  materials,  training  and  systems  acquisition. 
In  many  instances  the  requirements  are  either  overstated, 
understated,  not  realistic,  inadequately  supported  or  invalid 
resulting  in  unnecessary  funding  and  purchases  or  hindering  fleet 
readiness  because  not  enough  material  is  available  to  meet 
requirements.  In  numerous  cases,  overstated  requirements  at 
individual  DON  activities  were  reviewed  and  corrected. 

In  some  instances  these  inaccuracies  in  requirements 
determination  result  because  out  of  date  data  were  used  to 
compute  needs;  flawed  assumptions  were  used  in  computing  the 
requirement;  incorrect  alignment  of  system  resources  and 
requirements;  inadequate  sntrols  to  ensure  revalidation  of 
existing  requirements,  m  ^communication  among  responsible 
activities;  requirement  not  updated  to  reflect  the  reductions  in 
DON  force  structures;  no  documented  process,  standard  methodology 
or  model  used;  and  appropriate  guidance  was  not  followed  in 
developing  requirements. 

The  following  are  prior  year  weaknesses  that  have  been 
consolidated  under  the  systemic  area  of  "Requirements 
Determination"  for  the  Department  of  the  Navy: 

OSD  CASE  #91-015:  Recfuirements  Determination  for  Ammunition  and 
Centrally-Controlled  Operating  Stocks.  Data  used  to  determine 
requirements  for  ground  ammunition  were  based  on  outdated  war 
reserve  requirements,  incorrectly  computed  training  requirements, 
and  incomplete  inventory  statistics. 

OSD  CASE  #91-024:  Requirements  Determination  for  Aircraft 
Acquisitions.  Inadequate  internal  controls  prevented  the  Navy 
from  using  the  best  available  data  and  techniques  to  develop 
accurate  acquisition  estimates,  consequently.  Navy  overstated 
procurement  and  flight  hour  requirements  for  several  aircraft 
including  advance  capability  aircraft  and  training  aircraft  and 
flight  hours.  Use  of  inaccurate  planning/usage  data  hampered 
Navy's  ability  to  correctly  forecast  requirements. 

Punctional  Category:  Supply  Operations 

Pace  of  Corrective  Action; 


Continue  on  next  page 
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Ym  Id«Btifi<d:  FY  1993,  (FY  1991  prior  year  weaknesses) 
original  Targeted  Correction  Dates  FY  1995,  (3/92,  9/93) 
Targeted  Correction  Pate  in  Last  Yearns  Report:  (9/93,  9/93) 
Current  Targets  Pate:  FY  1996 

Reason  For  Change  in  Pate:  New  completion  date  for 
requirements  determination  weakness  is  FY  1996  because  prior  year 
weaknesses,  OSD  Case  numbers  91'*015  and  91-024,  have  been 
combined  with  current  year  weakness.  Also,  change  in  correction 
date  is  due  to  new  verification  milestone. 

Component/APDronriation/Aocoun*^  DBOF  (97X4930) ,  OPN 

(17X1810),  O&M,  N  (17X1804),  APN  (17X1506),  SCN  (17X1611),  Milcon 
(17X1205) ,  PMC  (17X1109) 

Validation  Process;  All  corrective  actions  will  be  certified  by 
the  responsible  component (s)  through  command  inspections  and/or 
quality  assurance  reviews,  and  Naval  Audit  Service  follow-up 
audits. 

Results  Indicators;  The  overstated  requirements  may  cause 
unnecessary  funding  and  purchases  while  understated  requirements 
could  hinder  fleet  readiness  because  not  enough  material  would  be 
available  to  meet  requirements. 

Use  of  inaccurate  planning  factors  causes  overstatements  in 
budgetary  requirements.  A  program's  overstated  budget  request 
can  cause  other  needed  programs  to  go  unfunded.  Cancellation  of 
excess  requirements  will  result  in  a  potential  cost  avoidance  of 
$2,324  billion. 

Soureefsl  Identifying  Weakness; 

1.  GAO  Report  No.  GAO/NSIAD-93-131,  "Navy  Supply  Improved 
Backorder  Management  Will  Reduce  Material  Costs"  of  19  March 
1993; 


2.  Naval  Audit  Service  Report  No.  035-S-93,  "Management  of 
Secure  Terminal  Unit  III  (STU  III)  Telephones"  of  1  May  1993; 

3.  Naval  Audit  Service  Report  No.  037-S-93,  "Submarine 
Advanced  Equipment  Repair  Program  Requirements"  of  19  May  1993; 

4.  Naval  Audit  Service  Report  No.  036-C-93,  "Attack 
Submarine  Capable  Floating  Drydock  Requirements"  of  18  June  1993; 
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5.  Naval  Audit  Service  Report  No.  021-N'-93,  "Selected 
Funded  Planned  Progran  Requirements  at  the  Navy  Aviation  Supply 
Office"  of  4  February  1993; 

6.  Naval  Audit  Service  Report  No.  030**N'*93, 
"Material/Equipment  Requirements  for  Decommissioned  Ships"  of  9 
April  1993; 

7.  Naval  Audit  Service  Report  No.  043-C-93,  "AHOl 
Helicopter  Requirements"  of  18  June  1993; 

8.  Naval  Audit  Service  Report  No.  003-S-93,  "Training 
Aircraft  Requirements"  of  15  October  1993; 

9.  DODIG  Report  No.  93-049,  "Navy  Requirements  for 
Currently  Procured  Wholesale  Inventories  of  Repairable  Items"  of 
1  February  1993; 

10.  DODIG  Report  No.  93-102,  "Acquisition  of  the  Unmanned 
Aerial  Vehicles"  of  27  May  1993. 

OSD  CASE  #91-015: 

1.  Naval  Audit  Service  Report  No.  031-W-91,  "Requirements 
Determinations  for  Marine  Corps  Ground  Munitions"  of  15  April 
1991; 


2.  Naval  Audit  Service  Report  No.  030-S-91,  "Karine  Corps 
Management  of  Centrally-Controlled  Operating  Stocks  Positioned  at 
the  Field  Level-I  and  II  Marine  Expeditionary  Forces"  of  29  March 
1991; 


3.  Naval  Audit  Service  Report  No.  048-C-91,  "Advanced  Anti¬ 
tank  Weapons  System-Medium  Requirements"  of  20  May  1991. 

OSD  CASE  #91-024: 

1.  Naval  Audit  Service  Report  No.  013-S-91,  "Requirements 
for  T-44A  Training  Aircraft"  of  18  January  1991; 

2.  Naval  Audit  Service  Report  No.  038-S-91,  "T-45A  Aircraft 
Acquisition"  of  29  April  1991; 

3.  Naval  Audit  Service  Report  No.  OlO-C-91,  "EA-6B  Aircraft 
Requirements"  of  13  November  1991. 

4.  GAO  Audit  Report  (GAO/NSIAD-91-46) ,  "T-45  Training 
System:  Navy  Should  Reduce  Risks  Before  Procuring  More  Aircraft" 
of  14  December  1990. 
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lalfir  Milfftwt  in  Agtiga* 

A.  Coiqpl«t«d  Mll«ston«s: 


fiAift: 

Completed 


Completed 


Completed 


Completed 


Completed 


HiHlifiBA: 

Ensure  that  Navy  activities  follow 
established  backorder  validation 
procedures  to  include  periodic 
validation. 

Develop  procedures  for  determining 
availability  of  on-hand  assets 
prior  to  starting  procurement  or 
refurbishment  of  identical 
components . 

Establish  written  procedures  for 
recording  requirements. 

Clarify  and  document  Navy 
activities'  responsibilities  for 
requisition  and  planned  program 
requirement  processing. 

Review  and  revalidate  requirements 
using  current  guidance. 


A.  Completed  Milestones  for  OSD  case  #91-015: 


Date; 

Completed 


Completed 


Completed 


Milestone; 

Limit  the  mid-term  ammunition 
requirements  for  mobilization  to 
the  Selected  and  Individual 
Reservist. 

Cancel  excess  ammunition 
procurement  planned  for  FY  1991 
through  FY  1994. 

Project  annual  training 
expenditures  based  on  criteria 
provided  by  appropriate  guidance. 


A.  Completed  Milestones  for  OSD  Case  #91-024; 
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Completed 

Completed 

Completed 

Completed 

Completed 

Completed 

B.  Planned  Milestones 
l»te; 

9/94 

9/94 

9/94 

9/94 


Cancel  the  FY  1992  POM  planned 
procurement  of  the  EA-6B  and 
consider  options  to  eliminate  the 
remainder  of  the  planned  buy. 

Reduce  planned  procurement  of  T-44A 
aircraft  by  five. 

Develop  guidance  for  reviewing  and 
validating  planning  factors. 

Adjust  current  programmed  T-44A 
flying  hours  to  reflect  actual 
requirements . 

Align  system  inventories  programmed 
required  with  personnel /resources 
and  docximent  the  process  to  show 
they  are  aligned. 

Review  overstated  and  understated 
requirements  and  adjust 
requirements  to  reflect  corrected 
quantities. 

(py  1994): 


Milestone: 

Review  and  revalidate  requirements 
in  view  of  force  structure 
reductions . 

Improve  established  procedures  for 
verifying  requirements  data  before 
initiating  purchases  and  awarding 
contracts . 

Calculate  primary  training 
requirements  based  upon  planned 
training  rates,  supportable 
overhead  hour  requirements,  the 
utilization  formula  and  supportable 
planning  factor  values. 

Streamline  development  of  planned 
program  requirement  training  course 
and  include  a  yearly  refresher 
course . 
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B.  Plaimcd  MilMtOBM  for  08D  CBSO  #f  1-015  (FT  1994)  t 


9/94 


MllOOtOBO! 

Verification:  The  implenentation 
of  the  corrective  nilestones  will 
be  accomplished  by  an  on-sight 
review. 


C.  Flanned  Milestones  (Beyond  FT  1994) t 


MilSlifiBft: 


3/95  Verification:  All  corrective 

actions  will  be  certified  by  the 
responsible  component (s)  through 
command  inspections  and/or  quality 
assurance  reviews,  and  audits. 

C.  Planned  Milestones  for  08D  Case  #91-024  (Beyond  FT  1994) : 

Pdta:  Milestone: 

9/95  Re-evaluate  quantity  requirements 

(30  Sep  1993)  of  the  T-45A  upon  completion  of 

Initial  Operational  Capability. 
Based  on  analysis,  make  appropriate 
revision  to  the  out-year  production 
of  the  T-45A. 


9/95 

(30  Sep  1993) 


-  Initial  Operating  Capability  (IOC)  for  the  T-45  was 
defined  as  the  delivery  of  the  12th  aircraft,  which 
occurred  in  April  1993.  Student  training  has  been 
delayed  until  completion  of  Operational  Evaluation 
(OPEVAL) ,  with  earliest  introduction  of  students  not 
until  January  1994.  Once  a  statistically  relevant 
student  naval  aviator  population  has  been  trained,  T-45 
quantity  requirements  will  be  reviewed  and  adjusted  as 
necessary. 


9/96 

On  target 


Obtain  independent  validation  of 
aircraft  requirements  data  when 
developing  major  acquisition 
baselines. 


-  IOC  occurred  in  April  1993.  Fleet  usage  patterns 
will  be  established  and  aircraft  attrition  rates 
observed  to  determine  if  aircraft  requirements  need  to 
be  changed. 
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P«t<:  llil«»toa«; 

9/96  Verification:  Conduct  managenent 

reviews  to  certify  the 
effectiveness  of  all  corrective 
actions. 

Point  of  Contact:  Mr.  Richard  Gloss,  (703)  607-3333. 
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Titl»  and  Description  of  W— !»•»»:  Excess  Material  and 

Unrecorded  Inventories.  Department  of  the  Navy  (DON)  activities 
did  not  screen  non-Defense  Business  Operations  Fund  (DBOF) 
("sponsor”)  material  on  receipt,  purge  uneconomical-to-retain  and 
unserviceable  stock  excesses;  and  the  accounting  for  "sponsor” 
material  had  significant  errors  (e,g.,  inaccurate  and  unreported 
inventory)  and  inconsistencies  (e.g.,  incorrect  memorandum 
account,  and  incorrect  value) . 

Many  DON  activities  carried  excess  DBOF  inventory  and  had 
unrecorded  DBOF  inventory.  Internal  controls  were  not  sufficient 
to  identify  non-DBOF  aeronautical  change  kit  inventories  that 
exceeded  modification  requirements  and  when  excesses  were 
identified,  they  were  not  effectively  redistributed  or  reclaimed 
resulting  in  excess  kits. 

Some  activities  were  ordering  unneeded  materials  before  work 
began  and  were  not  returning  unused  standard  stock  material  to 
the  supply  system.  Still  others  were  ordering  standard  stock 
materials  from  an  alternate  source  without  canceling  the  original 
order.  Though  required,  activities  did  not  determine  the 
disposition  of  unneeded  direct  material  within  60  days  following 
the  completion  or  cancellation  of  key  operations.  Another  reason 
for  excess  was  that  DON  activities  did  not  have  a  data  base  for 
recording  and  analyzing  material  usage  data  for  availabilities 
and  did  not  have  a  central  control  point  for  ordering  materials 
for  availabilities.  Finally,  planners  had  limited  incentive  to 
order  the  minimum  amount  of  material. 

The  following  are  pr^or  year  weaknesses  that  have  been 
consolidated  under  the  systemic  area  of  "Excess  Material"  for  the 
Department  of  the  Navy; 

OSr  CASE  #90-020:  Material  at  Commercial  Repair  Facilities.  The 
scope  of  this  material  weakness  was  expanded  during  FY  1991. 
Deficiencies  previously  identified  included  excess  on-hand 
material  at  Commercial  Repair  Facility  that  could  have  utilized 
by  other  services/activities. 

OSD  CASE  #90-022:  Potential  Excess  Aircraft.  Ship  and  Submarine 
Parts .  Navy's  secondary  item  inventories  (spares  and  repair 
parts)  have  grown  by  $20  billion  during  the  1980s.  There  is  a 
concern  over  the  quantity  of  material  retained  on-hand  above  the 
Approved  Force  Acquisition  Objective  (AFAO) .  Material  on-hand 
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that  exceeds  AFAO  quantities  is  categorized  for  retention  or  as 
potential  excess,  depending  on  each  item's  weapon  system 
application,  essentiality,  and  anticipated  demand.  Material  in 
this  category  grew  by  over  $8  billion  from  FY  1980  to  FY  1989. 

The  primary  reason  for  the  increase  was  the  result  of  turn-in  and 
subsequent  retention  in  inventory  of  repairable  items,  both 
installed  components  and  supporting  spares  that  were  removed  from 
active  fleet  units  due  to  modernization  and  equipment  upgrade. 

Functional  Category:  Supply  Operations 

Pace  of  corrective  Action; 

Year  Identified:  FY  1993,  (FY  1990  prior  year  weaknesses) 
Original  Targeted  Correction  Date:  FY  1997,  (3/92,  9/93) 
Targeted  Correction  Date  in  Last  Year's  Report:  (FY92,  FY93) 
Current  Target  Date:  FY  1997 

Reason  For  change  in  Date<a>:  New  completion  date  for 
excess  material  is  FY  1997  because  since  prior  year  weaknesses, 
OSD  Case  numbers  020-90  and  022-90,  have  been  combined  with 
current  year  weakness.  Also,  change  in  correction  date  is  due  to 
new  verification  milestone. 

Non-DBOF,  DBOF 

(97X4930),  APN  (17X1506),  0&M,N  (17X1804) 

Validation  Process:  All  corrective  actions  will  be  certified  by 
the  responsible  component (s)  through  command  inspections  and/or 
quality  assurance  reviews,  and  NAVAUDSVC  follow-up  audits. 

Results  indicators;  Unreported  non-DBOF  "sponsor"  standard  stock 
material,  excess  non-DBOF  aeronautical  change  kits  inventory,  and 
excess  DBOF  inventory  could  be  used  to  satisfy  a  Navy  buy  or 
repair  requirements,  to  satisfy  DLA  supply  system  buy,  repair  or 
demand  requirements,  avoid  Department  of  the  Navy  inventory 
carrying  costs,  and  prevent  unnecessary  procurements. 

The  quantity  of  potential  excess  material  on-hand  takes  up 
valuable  storage  space,  and  reducing  the  number  of  items  managed 
may  provide  some  productivity  benefits  for  both  stock  point  and 
inventory  control  point  item  managers. 

Understated  supply  records  prevent  the  Navy  from  identifying 
material  that  may  be  available  for  use,  and  unnecessary 
procurements  may  result.  Overstated  supply  records  can  adversely 
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affect  readiness  since  the  Navy  nay  be  relying  on  nonexistent 
resources.  Inaccurate  supply  reports  and  financial  inventory 
records  may  cause  incorrect  budget  requirement  computations. 

These  deficiencies  resulted  in  a  potential  one-time  cost 
avoidance  of  $17.7  million  (an  additional  $1.2M  identified  in  FY 
1991) . 

1.  NAVAUDSVC  Audit  Report  023-S-93,  "Sponsor  Material  Held 
by  Selected  Naval  Ordnance  Activities"  of  8  March  1993. 

2.  GAO  Audit  Report  NSIAD  92-216,  "Navy  Supply,  Excess 
Inventory  Held  at  the  Naval  Aviation  Depots"  of  July  1992. 

3.  NAVAUDSVC  Audit  Report  044-W-93,  "Management  of 
Aeronautical  Change  Kits"  of  15  June  1993. 

4.  NAVAUDSVC  Audit  Report  026-N-93,  "Causes  and 
Reutilization  of  Excess  Material  from  Ship  Availabilities  at 
Naval  Shipyards"  of  26  March  1993. 

OSD  CASE  #90-020: 

1.  NAVAUDSVC  Audit  Report  027-N-90,  "Management  of 
Commercial  Repair  of  Non-Aviation  Material"  of  30  January  1990; 

2.  Naval  Audit  Service  Report  No.  037-N-91,  "Non-Aviation 
Repairable  Assets  at  Navy  Aviation  Depots  and  other  Department  of 
Defense  Repair  Facilities"  of  29  April  1991. 

OSD  CASE  #090-022: 

1.  GAO  Audit  Report  (GAO/NSIAD  90-100),  "DEFENSE  INVENTORY: 
Growth  in  Air  Force  and  Navy  Unrequired  Parts"  of  6  March  1990; 

2.  GAO  Audit  Report  ^AO/NSIAD  90-111),  "DEFENSE  INVENTORY; 
Growth  in  Ships  and  Submarine  Parts"  of  6  March  1990. 

3.  DODIG  Audit  Report  90-010,  "Summary  Report  on  the  Audits 
of  Contract  Terminations"  of  21  November  1989. 

Major  Milestones  in  Corrective  Action: 

A.  Completed  Milestones: 

Date;  Milestone; 

Completed  Establish  internal  controls  for  all 

non-DBOF  ( sponsor )  material . 
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Completed 


Completed 


Completed 


Completed 


Milemtone; 

Ensure  unrecorded  DBOF  material  is 
identified,  returned  to  inventory 
control,  and  not  permitted  to 
accumulate . 

Assign  central  management  with  the 
responsibility  to  generate  material 
requirements . 

Establish  procedures  to  verify 
shipyards  return  standard  stock 
materials  to  the  supply  system  and 
cancel  requisitions  when  delivery 
dates  are  unacceptable  or 
alternative  methods  are  used. 

Revise  material  ordering  policy. 


A.  Completed  Milestones  for  OSD  case  #90-020: 


Batg: 

Completed 

Completed 

Completed 

Completed 

Completed 

Completed 

Continue  on  next  page 


Milestone: 

Establish  procedures  to  verify 
assets  held  by  commercial 
facilities  when  making  supply 
decisions. 

Ensure  that  appropriate  DON 
components  are  aware  of  failure 
information  reported  by  commercial 
repair  facilities. 

Validate  records  of  material  due  in 
from  repair  when  making  supply 
decisions. 

Establish  procedures  for  periodic 
verification  of  commercial 
facilities'  proper  use  of  the  CAV 
reporting  program. 

Develop  procedures  for  posting 
commercial  repair  transactions  to 
financial  inventory  records. 

Notify  all  repair  contractors  not 
in  compliance,  to  prepare  Monthly 
Repair  Status  Reports  in  accordance 
with  requirements. 


11 


Completed 

Completed 

Completed 


Completed 

Completed 


Completed 


Completed 

Completed 


Continue  on  next 


Require  repair  contractors  under 
indefinite  quantity-type  contracts 
to  report  material  received  under 
those  contracts. 

Adjust  Financial  Inventory  Control 
Ledgers  to  reflect  standard  unit 
price  changes. 

Make  accounting  entries,  prior  to 
the  close  of  the  fiscal  year,  to 
eliminate  any  remaining  negative 
inventory  balances  from  the 
year-end  Financial  Inventory 
Report . 

Obtain  inventory  of  material  held 
for  storage  at  commercial  repair 
facilities  and  take  appropriate 
disposition  action. 

Establish  procedures  to  verify 
records  of  assets  held  by 
interservice  repair  facilities 
pending  implementation  of  the 
Interservice  Mat.  Accounting  and 
Control  System. 

Establish  procedures  for  periodic 
verification  of  repair  items 
reported  on  monthly  status  reports 
to  ensure  inventories  at 
interservice  repair  facilities  are 
properly  reported. 

Maintain  Financial  Inventory 
Control  Ledgers  for  all  commercial 
facilities. 

Establish  procedures  at 
Interservice  Repairs  facilities  to 
prevent  Navy  assets  from  being 
misidentif ied,  commingled  with 
non-Navy  assets,  or  lost. 


page 
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mi«ston»: 


Completed  Develop  proredures  to  provide 

constant  visibility  over  excess 
material  and  promptly  offer  the 
material  to  other  services  when 
appropriate . 

A.  Completed  Milestones  for  OSD  Case  #90-022: 


Pste: 

Completed 


Completed 


Completed 


Completed 


Completed 


Completed 


Milestone: 

Stop  the  practice  of  buying  more 
than  the  economic  order  quantity, 
unless  there  is  such  specific 
justification  in  each  case  in  which 
a  quantity  discount  more  than 
offsets  the  additional  holding 
costs . 

Require  item  managers  for  ship  and 
submarine  parts  to  retain  summary 
data  for  major  items  showing  the 
basis  for  an  item's  most  recent 
procurement  and  events  affecting 
the  item. 

Develop  and  implement  procedures 
that  specify  the  scope  of 
supervisor's  review  of  item 
managers'  validation  of  excess 
on-order  positions  and  establish 
critical  elements  in  personnel 
performance  appraisals. 

Require  training  for  item  managers 
on  validating  excess  on-order 
validations. 

Update  procedures  for  authorizing 
and  approving  changes  to 
requirements  and  asset  data. 

Establish  policies  and  procedures 
requiring  the  use  of  excess 
on-order  assets  as  Government 
Furnished  Material  on  production 
contracts . 


Continue  on  next  page 
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Completed 


Completed 


Review  policy  on  terminating  orders 
for  unrequired  items  at  all  levels 
to  ensure  they  clearly  support 
termination  whenever  practical  and 
develop  termination  model. 

Begin  systematically  identifying 
and  evaluating  all  Inactive  ship 
and  submarine  items  and  eliminate 
those  with  no  potential  for  future 
use. 


Planned  Milestones  (PY  1994) : 


Date; 

3/94 


3/94 


3/94 


3/94 


Milestone; 


Provide  specific  guidance  on 
inventory  accountability  (including 
sponsor  material) ,  classification, 
reporting,  and  disposition  in 
appropriate  guidance  and  tasking 
documents;  and  correct  guidance  on 
devaluing  material. 

Direct  activities  to  provide 
planned  corrective  actions  for 
improving  inventory  management 
controls  and  reducing  inventory 
holding  costs  through 
implementation  of  appropriate 
guidance;  and  provide  directions  to 
activities  to  turn  in  unneeded  or 
uneconomical-to-retain  standard 
stock  to  the  supply  system. 

Turn  into  the  Navy  supply  system 
all  excess  aeronautical  change  kits 
if  they  are  not  redistributed  to 
satisfy  other  modification 
requirements . 

Issue  and  implement  aeronautical 
change  kit  procedures  to  include 
what  is  an  excess,  actions  to  be 
taken  as  a  result  of  excess 
determinations,  time  frames  for 
reviewing  potential  excess,  and 
feedback  to  managers. 


Continue  on  next  page 
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MiltiteBt? 


3/94  Issue  and  inplement  procedures 

which  assigns  a  high  priority  to 
management  of  Government  Furnished 
Equipment  aeronautical  change  kits 
to  ensure  that  excess  are 
identified  and  that  timely 
redistribution  or  reclamation  takes 
place. 

3/94  Issue  guidance  requiring  top 

management  to  make  periodic  spot 
checks  for  unrecorded  DBOF 
inventory . 

3/94  Establish  procedures  to  verify 

return  of  standard  stock  material 
to  supply  systems  when  there  is  no 
identified  future  need;  cancel 
supply  system  requisitions  when 
alternative  methods  of  satisfying 
requirements  are  initiated;  cancel 
unneeded  material  orders  and  take 
disposition  action  on  unused 
material  within  60  days  after  key 
operation  completion  or 
cancellation  and  make  this  issue  an 
item  of  command  inspection;  and 
adhere  to  material  ordering 
procedures  and  order  only  long  lead 
time  material  (including  nuclear 
material)  before  Work  Definition 
Conferences . 

3/94  Revise  performance  standards  for 

material  planners'  to  incorporate 
an  incentive  to  order  only  the 
minimum  amount  of  material 
required . 

9/94  Establish  planned  program 

requirements  for  overhaul  repair 
material  at  Inventory  Control 
Points. 

B.  Planned  Milestones  for  OSD  Case  #90-020  (FY  1994) : 


Continue  on  next  page 
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Milestone; 

3/94 

(9/93) 

Determine  validity  of  Financial 
inventory  Ledger  balances  for  one¬ 
time  repair  contracts  and  adjust  to 
show  correct  value. 

3/94 

(9/93) 

Perform  quarterly  reconciliation 
between  financial  &  supply  records. 

3/94 

(9/93) 

Coordinate  with  other  services  to 
develop  a  standardized  system  for 
reporting  and  recording  assets  on 
Financial  Inventory  Control 

Ledgers . 

<-  Implementation  of  recommendation  is  contingent  upon 
the  Interservice  Material  Accounting  and  Control  System 
(IMACS)  implementation.  Assets  will  be  visible  via 
computer  query  over  modem  connections  to  IMACS  central. 

Date:  Milestone t 

3/94  Revise  guidance  on  the 

(On  Target)  physical  inventory  program  at 

Interservice  Repair  Facilities. 

B.  Planned  Milestones  for  OSD  Case  #90-022  (PY  1994) : 

Date;  Milestone; 

3/94  Establish  procedures  to  inform  ship 

and  submarine  part  inventory 
control  points  about  systems  being 
phased-out  or  replaced,  require 
inventory  records  to  be  coded  to 
identify  the  items  and  ensure  that 
purchases  of  such  items  are  made 
only  for  immediate  needs. 

-  The  DON  Inventory  Control  Point  (ICP) 

Resystemization;  implementation  effort  has  been  phased 
out  or  replaced  due  to  the  Joint  Logistics  Systems 
Center  (JLSC)  efforts  to  develop  a  Material  Management 
System  which  will  become  the  standard  for  all  services. 

9/94  Verification;  Conduct  management 

reviews  to  certify  the 
effectiveness  of  all  corrective 
actions. 

Continue  on  next  page 
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C.  Pluui«d  NilMtoaM  for  08D  Caoo  #90-020  (Boyoad  FY  1994)  s 


Doto: 

MildltOBf: 

3/95 

(9/93) 

Use  Monthly  Repair  Status  Reports 
for  non-CAV  coniaercial  facilities 
to  update  supply  records. 

9/95 

Verification:  Conduct  management 
reviews  to  certify  the 
effectiveness  of  all  corrective 
actions. 

C.  Plaaaod  Miloatoaos 

(Beyond  PY  1994): 

Poto; 

Milestone: 

9/95 

Establish  mandatory  material 
designator  assignment  procedures 
and  include  in  a  material  usage 
feedback  system. 

9/95 

Develop  and  implement  a  material 
usage  data  base  that  accumulates 
and  retains  all  data  on  material 
ordered  and  material  usage  by 
availability. 

3/96 

Perform  management  reviews  to 
certify  the  effectiveness  of  all 
corrective  actions. 

9/97 

Ensure  that  over  the  five-year 
Material  Control  Program  cycle,  all 
aspects  of  excess  material  are 
covered  throughout  the  various 
assessable  units. 

9/97 

Verification:  All  corrective 
actions  will  certified  by  the 
responsible  component (s)  through 
command  inspections  and/or  quality 
assurance  reviews,  and  audits. 

Poiat  of  Coatact:  Mr. 

Richard  Gloss,  (703)  607-3333. 
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Titl*  and  D<»oriptloB  of  Itefriml  Wmmtnmmmi  inadequate 
Operational  Testing  for  the  Acquisition  of  Systems  and  poorly 
defined  program  initiations.  System  are  being  put  into 
production  without  adequately  performing  Operational  Test  and 
Evaluations  (OT&E) .  Two  critical  areas  that  were  not  adequately 
tested  included  the  reliability  and  maintainability  of  a  system. 
The  tactical  system  did  not  meet  5  of  11  hardware  and  software 
reliability  goals,  and  problems  with  maintainability  resulted 
from  systems  failures  not  being  corrected  within  the  required 
time.  Although  the  tactical  system  has  a  built-in  error 
detection  system  to  identify  problem  areas,  it  did  not 
effectively  detect  and  isolate  the  problems,  and  the  instructions 
for  troubleshooting  problems  were  not  user-friendly.  In  a 
similar  situation,  a  tactical  system  that  was  being  developed  and 
procured  to  replace  an  older  version  was  determined  to  have  at 
least  7  major  deficiencies  in  program  management  elements 
critical  to  the  operational  testing  and  validation  phases. 
Independent  testing  of  improvements  for  the  system  to  be  replaced 
did  not  occur  prior  to  their  installation  due  to  a  lack  of 
organizational  coordination.  These  deficiencies  were  critical, 
and  adversely  impacted  the  OT&E  and  validation  phases  of  the 
acquisition  cycle. 

The  following  are  prior  year  weaknesses  that  have  been 
consolidated  under  the  systemic  area  of  "Systems  Acquisition"  for 
the  Department  of  the  Navy: 

OSD  CASE  #87-2:  New  Research  Acquisition  Program  Initiations. 
Some  new  acquisition  program  research  and  development  initiations 
faced  cancellation  or  deferral  because  objectives  and 
requirements  were  occasionally  poorly  defined,  threat  definitions 
were  not  always  specific  and  supported  by  validated  intelligence 
studies,  and  program  oversight  was  lacking.  Program  initiation 
guidelines  require  revision  to  improve  the  development  of 
documentation  needed,  to  support  budget  requests  for  RDT&E 
funding. 

OSD  CASE  #88-1:  In-Process  Reviews  and  Operational  Test  and 
Evaluation  of  Non-Mai or  Systems.  Operational  test  and  evaluation 
results  were  not  given  adequate  consideration  in  production 
decisions.  Consequently,  portions  of  total  systems  requirements 
are  being  fielded  under  Low  Rate  Initial  Production  (LRIP) 
approvals  prior  to  successful  completion  of  operational  test  and 
evaluation.  Heavy  use  of  LRIP  contributes  to  the  acquisition  and 
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fielding  of  large  portions  of  total  systea  requirenents  before 
full  rate  production  approvals  and  before  systeii  deficiencies 
were  corrected.  Proper  docuaentation  for  operational  test  and 
testing  for  evaluation  test  results  were  not  being  adequately 
reported,  stored  and  cross  referenced,  and  safeguards  were 
inadequate  to  prevent  conflict  of  interest  in  contract  award  for 
operational  non-aajor  systeas.  These  conditions  were  caused  by 
noncoapliance  with  regulations,  insufficient  and  conflicting 
regulating  guidance,  and  inadequate  oversight  of  the  test  and 
evaluation  process. 

Functional  Category;  Major  Systems  Acquisition 
Pace  of  Corrective  Action: 

Year  Identified;  FY  1993,  (FY  1987,  FY  1988  prior  year 

weaknesses) 

Original  Targeted  Correction  Datet  FY  1997,  (9/88,  3/90) 

Targeted  Correction  Date  in  Last  Yearns  Report;  (3/92,  3/92) 

Current  Target  Date:  FY  1997,  (3/94,  3/93) 

Reason  for  change  in  Date(s)!  New  completion  date  for 
systems  acquisition  is  FY  1997  because  prior  year  weaknesses,  OSD 
Case  Numbers  87-2  and  88-1,  have  been  combined  with  current  year 
weakness.  Also,  change  in  correction  date  is  due  to  new 
verification  milestone. 

Component /Appropriation/Acccvei^  »  rdt&e,n  (17X1319), 

WPN  (17X1507),  OPN  (17X1810),  APN  (17X1506) 

Validation  Process;  Corrective  actions  are  certified  by  the 
responsible  DON  component  upon  completion  and  reviewed  through 
subsequent  audits,  inspections,  and/or  quality  assurance  reviews. 
Certification  will  commence  upon  completion  of  the  final 
milestone  of  corrective  action. 

Results  Indicators;  These  tactical  systems  support  deployed 
operations  in  land,  and  sea  warfare  missions.  Thus,  a  fully 
capable  system,  successfully  developed  and  tested,  is  critical  to 
the  accomplishment  of  their  missions.  Moreover,  proper 
operational  testing  and  evaluation  prior  to  the  acquisition  and 
Installation  of  the  system  modifications  would  ensure  that  the 
improvements  increase  mission  effectiveness  and  are  operationally 
suitable. 
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Inadequate  in~process  reviews  of  non-major  systems  can  affect 
evaluations  and  recommendations  utilized  in  the  program  decision 
processes.  Purchasing  systems  prior  to  successful  completion  of 
operational  testing  is  contrary  to  Navy  policy  and  circumvents 
controls  In  the  decision  process  for  approving  full  rate 
production.  Approximately  60%  of  RDTHE  funds  and  procurement 
funds  are  used  for  non-major  systems. 

gpmrgf  (»)  i4ta^ifYiAq  WMlwfiP: 

1.  GAO/NSIAD-93-81,  “Navy  Acquisition:  AN/BSY-1  Combat 
System  Operational  Evaluation"  of  19  November  1992. 

2.  DODIG  Audit  Report  No.  93-116,  “Acquisition  of  Advanced 
Amphibious  Assault  Vehicles"  of  18  June  1993. 

OSD  CASE  #87-2: 

1.  GAO  Audit  Report  No.  86-174. 

OSD  CASE  #88-1: 

1.  Naval  Audit  Service  Report  No.  033-C-88,  “Multi-location 
Audit  of  In-Process  Reviews  of  Non-major  Systems“  of  1  January 
1988. 

2.  DODIG  Report  No.  91-115,  “Consulting  Services  Contracts 
For  Operational  Test  and  Evaluation"  of  22  August  1991. 

3.  Naval  Audit  Service  Report  No.  061-C-91,  "Operational 
Test  and  Evaluation  of  Non-major  Systems"  of  30  September  1991. 

Major  Milestones  in  Corrective  Action; 

A.  Completed  Milestones: 

Date:  Milestone: 

Completed  Correct  system  deficiencies 

detected  during  technical  and 
operations  evaluations  consisting 
of  software  and  hardware 
modifications. 

-  Problems  detected  during  testing  were  undergoing 
corrective  action  prior  to  audit. 

Completed  Modify  acoustic  software  to  correct 

system  deficiencies  observed  during 
operational  evaluation. 
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P*t<;  MilfitgBf: 

-  Problems  detected  during  testing  were  undergoing 
corrective  action  prior  to  audit. 

Completed  Conduct  test  to  demonstrate 

capability  in  a  realistic 
operational  environment. 

-  OT&E  follow-on  testing  provided  a  more  in-depth  look 
at  the  system. 

Completed  Postpone  the  procurement  and 

installation  of  improvements  for 
tactical  system  until  OT&E  is 
successfully  completed. 

Completed  Ensure  coordination  between 

organizations  responsible  for 
product  improvements  on  programs 
which  require  operational  testing. 
Develop  procedures  to  ensure  that 
operational  tests  are  scheduled  in 
accordance  with  a  5 -Year  Master 
Test  Plan. 

Completed  Verify  corrective  actions  during 

follow-on  test  and  evaluation  of 
the  final  milestone. 

A.  Coiqpleted  Milestones  for  OSD  Case  #87-2: 

Date:  Milestone: 

Completed  Complete  a  staffing  and  workload 

analysis  to  identify  resources 
needed  for  effective  oversight  of 
ROT&E  acquisitions  and  develop 
related  budget  requests. 

Completed  Revise  program  guidance  to 

incorporate  procedures  and 
processes  needed  to  support  new 
acquisition  program  Initiatives. 

A.  Completed  Milestones  for  OSD  Case  #88-1: 
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I»t«: 

Completed 

Completed 

Completed 

Completed 

Completed 

Completed 

Completed 

Completed 

Completed 

Completed 
Continue  on  next 


Mileetone; 

Review  and  establish  plan  of  action 
and  milestones  for  Nini-DAHA. 

Increase  monitoring  of  compliance 
with  documentation  requirements. 

Apply  the  provisions  of  Public  Law 
101*189  requiring  quantifying  of 
LRIP  at  Milestone  II  to  non-major 
systems . 

Require  that  any  increase  in  LRIP 
quantities  initially  approved  at 
Milestone  II  be  approved  by  the 
next  higher  decision  authority. 

Issue  policy  to  incorporate 
conflict  of  interest  provision  on 
contractor  involvement  in 
operational  testing  for  non-major 
systems . 

Require  that  LRIP  documentation 
provide  the  rationale  for  approvals 
that  authorize  more  than  a  single 
years  buy. 

Provide  appropriate  procedures  and 
controls  for  processing  and 
approving  LRIP  decisions  made 
through  waivers  of  the  formal 
milestone  decision  process. 

Specify  what  detailed  data  must  be 
retained  to  support  operational 
test  evaluation  reports  and  the 
retention  period  for  each  type  of 
data. 

Revise  giiidance  to  incorporate 
procedures  for  changing  ACAT 
designations  when  appropriate  and 
provide  update  and  verification 
procedures  for  centralized  data 
base  of  acquisition  projects. 

Verification:  Conduct  internal 
assessment  and  management  review  to 
certify  completion  of  milestones. 
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B.  Plaxm«d  MilMtonM  (FY  lt94)s  N/A 

B.  Plaii]i«4  Mllaatonas  for  080  Caso  #87-2  (FY  1994): 


9/94 

Verification:  Conduct  Management 
reviews  to  certify  the 
effectiveness  of  all  corrective 
actions. 

Planaad  Nilaatonaa 

(Beyond  FY  1994): 

MilBSifiBi: 

3/96 

Test  reliability  and 
maintainability  in  conjunction  with 
projected  software  modification. 

9/97 

Verification:  All  completed 
milestones  will  be  certified  by  a 
management  control  review. 

:  Mr.  Richard  Gloss,  (703)  607-3333. 
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Titl»  »P<I  D<soriPtion  of  IUfgt*l  Federal  Employees' 

Compensation  Act  (FECA)  Case  Management.  Federal  Employees' 
Compensation  Act  (FECA)  case  management  by  Department  of  the  Navy 
(DON)  activities  needs  improvement.  DON  activities  were  not 
monitoring  and  investigating  cases  to  minimize  FECA  charges.  DON 
program  management  did  not  apply  sufficient  resources  to  ensure 
proper  case  oversight,  direction,  informational  tools,  and  other 
support  to  properly  implement  FECA  policy  and  guidance. 

Increased  oversight  is  needed  to  improve  overall  program 
effectiveness . 

The  Department  of  Defense  (DOD)  shares  a  major  part  of  the 
responsibility  for  correcting  this  issue.  DOD,  under  initiative 
DMRD  974,  included  the  FECA  in  their  studies  on  major  aspects  of 
managing  civilian  personnel  programs  more  efficiently.  In 
December  1992,  DOD  decided  to  consolidate  the  FECA  programs  and 
responsibilities  separately  executed  by  the  several  DOD  agencies 
and  centrally  manage  the  program  at  the  Defense  Civilian 
Personnel  Management  Service  (DCPMS) .  On  October  24,  1993,  DON 
will  transfer  six  FECA  resources  to  the  DCPMS.  Centralized  DOD- 
wide  FECA  management  will  include:  the  development  of  a 
computerized  DOD-wide  FECA  chargeback  of  injury  costs,  and  an 
injury  cases  create  system  accessible  to  all  DOD  injury 
compensation  specialists  (projected  implementation  date  is  May 
1994);  placement  of  27  DOD  FECA  liaisons  located  at  or  near  the 
district  offices  of  the  Department  of  Labor's  Office  of  Workers' 
Compensation  Programs;  institution  of  a  system  to  provide  FECA 
program  information  to  the  DOD  field  activities;  establishment  of 
a  FECA  question  and  answer  technical  advisory  service; 
development  of  a  DOD  specific  FECA  training  program;  and  the 
issuance  of  FECA  program  guidance  and  policy  to  foster  better 
management  of  the  FECA  program  throughout  DOD. 

As  a  result  of  the  consolidation,  14  of  the  15  recommendations  in 
Audit  Report  022-W-93  will  fall  under  the  DCPMS  charter.  Only 
the  responsibility  for  the  investigation  of  cases  on  chargeback 
lists  will  remain  in  DON.  The  Office  of  Civilian  Personnel 
Management  is  assigned  specific  responsibility  for  575  cases  not 
identified  to  a  major  claimant  or  activity. 

Functional  Category;  Personnel  Management 

Pact  of  Corrective  Action: 
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Y— r  FY  1993 

OriaiMl  Taraafd  Corr*ctloB  D«f ;  FY  1995 

T>ra<f4  Corr«otioii  Daf  in  ft  Y— Report:  N/A 

Cttrr»nt  T>ra<t  D>f :  FY  1995 

R>>«on  For  Clmna»  in  D>f  (s):  N/A 

Co«pon«nt / Appropriation/ Aocoyn^  »  o&N,N  (17X1804) 

Validation  Proc«««i  Complete  the  review  of  unassigned  cases  at 
Department  of  Labor  District  Offices  contingent  upon  the 
availability  of  funds  needed  for  travel  to  District  Office 
locations  outside  the  Washington,  D.C.  area,  and  obtain 
Department  of  Labor  certification  that  costs  have  been  switched 
to  appropriate  Federal  agencies.  Oversight  of  assigned  cases 
will  be  through  command  inspections  and/or  quality  assurance 
reviews,  personnel  management  evaluations,  and  Naval  Audit 
Service  follow-up  audits. 

Results  indicators;  Where  reviews  of  unassigned  cases  locate 
non-Navy  cases,  costs  can  be  switched  to  other  Federal  agencies 
for  payment.  For  assigned  Navy  cases,  activities  will  properly 
manage  cases,  return  injured  employees  to  work,  or  take 
appropriate  action  to  separate  them  from  Navy  rolls. 

Source  Identifying  Weakness:  Naval  Audit  Service  Report  No.  022- 
W-93,  "Federal  Employees'  Compensation  Act  Case  Management"  of  16 
February  1993. 

Major  Milestones  in  Corrective  Action; 

A.  Completed  Milestones: 

Date:  Milestone: 

Completed  Completed  reviews  of  175  of  575 

cases  which  were  not  identified  to 
a  major  claimant  or  activity. 

Completed  Complete  reviews  of  300  unassigned 

cases. 

B.  Planned  Milestones  (FY  1994) :  N/A 

C.  Planned  Milestones  (Beyond  FY  1994) : 
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fiftiU: 


Mil»ston<: 


3/95 


9/95 


Complete  reviews  of  remaining  100 
unassigned  cases,  and  obtain  the 
Department  of  Labor  certification 
that  costs  have  been  switched  to 
appropriate  Federal  agencies. 

Verification:  Responsible 
activities  will  certify  completion 
of  assigned  cases  through  the 
computerized  D0D-*wide  FECA 
chargeback  injury  cases  create 
system  and  monitoring  will  be 
through  command  inspection  and/or 
quality  assurance  reviews, 
personnel  management  evaluations, 
audits,  and  DCPMS  case  management 
system. 


Richard  Gloss,  (703)  607-3333. 
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UMCOMIBCTBD  MATBRIAL  WBAPiBSS 

IPBMTirigP  DVRIWg  THB  PIRIQP 
m3 


Titl»  and  D»soriDtion  of  ItetTial  W«to<s»;  Navy  Enlisted 
Classification  (NEC)  Code  Training.  The  control  system  for  NEC 
training  records  and  assignments  is  not  adequate  to  prevent  or 
promptly  detect  all  material  errors  and  irregularities  in 
operations.  Data  transmission  errors  have  occurred,  reducing  the 
accuracy  of  the  system;  unqualified  enlisted  personnel  were 
allowed  to  enroll  in  and  complete  NEC  producing  courses;  all  NEC 
codes  earned  by  enlisted  personnel  through  formal  school  training 
were  not  recorded  in  official  personnel  records;  and  valid  NEC 
code  transactions  were  lost  annually  during  ADP  transmissions 
between  the  training  and  personnel  systems. 

Functional  Category:  Personnel  and/or  Organization  Management. 
Pace  of  Corrective  Action: 

Year  Identified;  FY  1993 

Original  Targeted  Correction  Data;  FY  1996 
Targeted  Correction  Data  in  Last  Yaar^s  Report:  N/A. 

Current  Target  Date;  FY  1996 
Reason  for  change  in  date;  N/A 

Component / Appronr iat ion/Accoup*^  ituMbar ?  ON&N  (17X1804)  and  MPN 
(17X1453) . 

Validation  Process;  Management  Control  Review  or  Alternative 
Management  Control  Review  during  FY  1996. 

Results  Indicators;  The  inventory  of  NEC  codes  held  by  enlisted 
personnel  will  be  accurately  stated  in  official  records. 
Therefore,  the  Navy  will  accurately  train  the  number  of  personnel 
needed  to  satisfy  billet  requirements.  A  portion  of  training 
funds  will  be  put  to  better  use  when  unqualified  students  are  not 
assigned  to  NEC  producing  courses. 

Source (s)  Identifying  Weakness:  NAVAUDSVC  Report  049-S-93, 
"Enlisted  Classification  Code  Training”  of  30  June  1993. 

Major  Milestones  in  Corrective  Action; 

A.  Completed  Milestones: 
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Establish  separation  of  duties  and 
accountability  for  NEC  removals. 

Research  and,  where  appropriate, 
award  the  121  identified  NECs  that 
were  recorded  in  Navy  Integrated 
Training  Resources  Administration 
System  (NITRAS)  but  not  in  the 
personnel  system. 

B.  Planned  Milestones  (FY  1994): 

Sate:  Milestone: 

3/94  Establish  internal  controls  to 

ensure  accuracy  of  NEC  data 
transmitted,  including  use  of 
sequence  codes  during  data 
transmission  to  prevent  omission  of 
entire  file  transmissions,  and  use 
of  a  trailer  record  with  a  record 
count  on  NITRAS  files  transmitted 
to  the  personnel  system  to  verify 
file  transmission. 

3/94  Require  detailers  to  use  NEC 

Manual,  to  determine  qualifications 
for  course  assignments  to  NEC 
producing  courses. 

3/94  Reemphasize  to  Navy  activities, 

including  detaching  commands  and 
training  activities,  their 
responsibility  for  screening 
service  members  for  proper 
qualifications  before  sending 
service  members  to  training. 

3/94  Investigate  interface  problems 

between  NITRAS  and  the  personnel 
system  including  transmission 
errors  not  appearing  on  reject 
listings. 


Completed 

Completed 
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3/94  Establish  internal  controls  such  as 

requiring  detailers'  supervisors  to 
review  detailer  course  assignments 
so  that  any  questionable 
assignments  might  be  identified  and 
investigated. 

3/94  Require  enlisted  community  managers 

to  review  and  document  approval  of 
requests  for  waiver  of 
qualifications  for  NEC  producing 
courses  prior  to  detailer 
assignment . 

3/96  Verification:  Conduct/utilize  a 

management  control  review  or 
alternative  management  control 
review  to  certify  the  effectiveness 
of  all  corrective  actions. 

Point  of  Contact:  Mr.  Richard  Gloss,  (703)  607-3333. 
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UMCORRBCTBD  UKtERlKL  WBMOIBSB 
IDBMTiriBD  DORIMQ  THB  PERIOD 
rt93 


Titl*  ana  D>scriPtion  of  MafrUl  Waknsss;  Copyrighted  Computer 
Software.  Compliance  with  license  agreements  relies  on  the 
integrity  of  the  software  user.  Despite  copyright  warnings, 
unauthorized/undocumented  software  installed  on  personal 
computers  appears  throughout  the  Department  of  the  Navy.  This 
problem  appears  to  exist  because  of  either  vague  instructions 
regarding  controls  over  copyrighted  computer  software  lack  of 
guidance  on  how  software  should  be  accounted  for  or  controlled. 
There  also  appears  to  be  a  lack  or  of  management  emphasis  on 
compliance  with  licensing  agreements. 

Functional  Category;  Information  Technology 

Pace  of  Corrective  Action: 

Year  Identified!  FY  1993 

Original  Targeted  Correction  Date;  FY  1995 

Targeted  correction  Date  in  Last  Yearns  Report;  N/A 

Current  Target  Date:  FY  1995 

Reason  For  change  in  Pate (a):  N/A 

Component /Appronr iat ion/Account  iminhar ;  n/A 

Validation  Process;  All  corrective  action (s)  are  certified  by 
the  responsible  components  upon  completion  and  review  through 
onsite  verifications,  subsequent  audits,  inspections,  quality 
assurance  reviews,  and/or  management  control  reviews. 

Results  Indicators;  Compliance  with  and  internal  controls  will 
ensure  that  all  personnel  are  aware  of  copyright  restrictions  and 
penalties  for  abuse  of  licensing  agreements.  Also  procedures 
will  be  developed  to  account  for  copyrighted  computer  software 
while  it  is  in  use. 

Source (s)  Identifying  Weakness;  DODIG  Report  No.  93-056, 
"Controls  Over  Copyrighted  Computer  Software"  of  19  February 
1993. 

Major  Milestones  in  Corrective  Action: 

A.  Completed  Milestones: 
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Completed 


Completed 


Issue  policy  statement  eiq>haslzing 
DON  employees  to  follow  copyrighted 
computer  software  licensing 
agreements . 

Establish  a  working  group  to  draft 
guidebook  covering  management  of 
copyrighted  computer  software. 


Planned  Milestones  (PY  1994) : 


9/94 


Distribute  Guidebook  on  managing 
copyrighted  computer  software  DON- 
wide. 


Planned  Milestones  (Beyond  PY  1994) : 


3/95 


Verification:  All  corrective 
action (s)  are  certified  by  the 
responsible  components  upon 
completion  and  review  through 
onsite  verifications,  subsequent 
audits,  inspections,  quality 
assurance  reviews,  and/or 
management  control  reviews. 

Mr.  Richard  Gloss,  (703)  607-3333. 
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WWQBRgCTBP  M&miMf  WlMBWgg 
iDBMTiriBD  promo  thb  period 


Titl<  >nd  D*»oriDtion  of  lUfrial  mmmkskrnau:  Aviation 
Continuation  Pay  (ACP)  bonus  program.  The  Navy's  FY  1993  ACP 
bonus  program  did  not  use  a  Center  for  Naval  Analyses  (CNA)  bonus 
computation  methodology.  This  occurred  because  there  was  a  lack 
of  Department  of  Defense  (DOD)  and  Navy  policy.  This  resulted  in 
the  Navy  using  an  inconsistent  bonus  computation  methodology. 
Additionally,  one  of  the  Navy's  initial  FY  1993  through  FY  1998 
budgets  was  overstated  because  it  was  based  on  the  previous 
year's  budget  and  did  not  consider  the  impact  of  reduced  FY  1993 
program  bonus  level  and  related  out -year  budget  computations. 

Punetlonal  Category;  Comptroller  and/or  Resource  Management. 

Pace  of  Corrective  Action; 

Year  Identified;  FY  1993 

Original  Targeted  Correction  Date:  FY  1995 

Targeted  Correction  Date  in  Last  Year's  Report;  N/A 

Current  Target  Date;  FY  1995 

Reason  for  Change  in  DateCs);  N/A 

Component /ApproDriatien/Acceunt  ♦  BUPERS/MPN/171453.2201. 

validation  Process;  MCR  or  Alternative  MCR  in  FY  1995. 

Results  Indicators:  The  Navy  now  uses  a  consistent  bonus 
computation  methodology.  Adjustments  to  the  ACP  program  budget 
allowed  $75.3  million  to  be  put  to  better  use.  $74. 6M  was 
reprogrammed  during  the  audit  and  at  the  midyear  review  for  the 
FY  1993  ACP  program. 

Sources (s)  Identifying  Weakness;  (c)  NAVAUDSVC  Report  047-C-93 
"Aviation  Continuation  Pay"  of  29  June  1993. 

Major  Mflestones  in  Corrective  Action: 

A.  Completed  Milestones: 
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PatT 

Completed 

Completed 

Completed 

B.  Plenned  Milestomea 
Date; 

3/94 

3/95 

Point  of  Coatect;  Mr. 


MiXtBtPat: 

Use  the  CMA  ACP  methodology  to 
revise  FY93  bonus  levels  and  future 
bonus  requirements. 

Establish  written  policy  and 
procedures  that  describe  how  annual 
department  head  requirements  are 
determined. 

Use  the  audit-developed  out-year 
budget  methodology  to  determine 
budget  requirements. 

(PY  1994): 


Wiltttgng: 

Revise  SECNAV  Instruction  7220.79 
to  reflect  guidance  in  Title  37  USC 
Section  301b  and  Public  Law  101- 
189. 

Verfication:  Conduct/utilize  a 
. management  control  review  or 
alternative  management  control 
review  to  certify  the  effectiveness 
of  all  corrective  actions. 

Richard  Gloss,  (703)  607-3333. 
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^bibpSiod 

FY»3 


Titl»  D#«oriPtioii  of  Itefriml  Department  of  the 

Navy  Revolving  Funds  Chief  Financial  Officers  (CFO)  Financial 
Statements  Accountability.  Industrial  Activities;  Property, 
Plant  and  Equipment  account  including  accumulated  depreciation, 
contained  errors  (e.g..  Fixed  assets  recorded  in  the  financial 
statements  could  not  be  located;  fixed  assets  were  not  removed 
from  the  financial  statements  after  disposal  or  transfer;  and 
assets  were  misclassif led.  Inventories  "Not  Held  for  Sale”  were 
inaccurate;  physical  inventories  were  not  conducted  or,  when 
conducted,  were  incomplete;  unused  material  was  not  returned  to 
the  appropriate  inventory  account  or  recorded  on  financial 
records;  excess  material  was  not  disposed  of  timely,  and  stock 
levels  were  not  always  reviewed  for  excesses.  Accruals  were 
posted  in  the  wrong  year,  were  not  adequately  liquidated,  and 
were  improperly  written  off.  Financial  statements  footnotes  did 
not  provide  required  disclosures. 

Supply  Activities:  Financial  inventory  records  for  "Inventory 
Held  for  Sale”  were  inaccurate  because  the  closing  inventory 
balance  Included  negative  (credit)  inventory  balances.  Perpetual 
inventory  records  for  material  at  wholesale  Navy  stock  points 
were  not  accurate.  Supply  and  financial  records  for  material 
differed  and  required  quarterly  reconciliations  were  not 
performed.  Material-in-transit  (MIT)  and  progress  payments 
account  balances  were  not  accurate.  Unmatched  Stock- in-transit 
(SIT)  balances  were  not  accurate,  and  SIT  financial  and  inventory 
records  differed. 

These  material  weaknesses  represent  weaknesses  which  are 
correctable  within  the  Department  of  the  Navy.  Correction  of 
systemic  problems  in  supply  activities  NIT  and  progress  payment 
account  balances,  however,  are  contingent  on  outside  sources. 

Functional  Category;  Comptroller  and  Resource  Management 

Pace  of  Corrective  Action: 

Year  Identified;  FY  1993 

Original  Targeted  Correction  Date;  FY  1995 

Targeted  Correction  Date  in  Last  Yearns  Report;  N/A 

Current  Target  Date:  FY  1995 
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R— on  For  Cbrnnom  in  Daf  lalt  N/A 


Conponont/APDroDrlntion/AoooM«fe  inwit>*ip«  Defense  Business 
Operations  Fund  (DBOF)  (97X4930) 

Validation  Process*  Plans  for  and  progress  on  corrective  actions 
will  be  addressed  in  nanagenent  conmand  sulmiissions  of  the  CFO 
financial  statements  supporting  footnotes  to  DFAS  with  a  copy  to 
NAVCOMPT  for  monitoring.  Corrective  Actions  are  also  reviewed 
through  follow-up  audits,  inspections,  and/or  quality  assurance 
reviews . 


Results  Indicators:  Due  to  high  Congressional  interest  in 
effective  implementation  of  the  CFO  Act  of  1990,  these  weaknesses 
play  a  key  role  in  financial  statement  accountability  and 
credibility  of  the  Department  of  the  Navy. 

Source (s)  Identifying  Wealmess:  NAVAUDSVC  Audit  Report  No.  074- 
S-92,  "Marine  Corps  Industrial  Fund  Financial  Statements  (FY 
1991)",  of  30  June  1992.  NAVAUDSVC  Audit  Report  No.  075-S-92, 
"Financial  Audit  of  the  Fiscal  Year  1991  Navy  Industrial  Fund 
(17X4912)  Property,  Plant,  and  Equipment  Account",  of  30  June 
1992.  NAVAUDSVC  Audit  Report  No.  076-N-92,  "Financial  Audit  of 
the  Department  of  the  Navy  Stock  Fund  -  Fiscal  Year  1991",  of  30 
June  1992.  NAVAUDSVC  Audit  Report  No.  053-H-93,  "Fiscal  Year 
1992  Consolidating  Financial  Statements  of  the  Department  of  the 
Navy  DBOF",  of  30  June  1993. 

Major  Milestones  in  Corrective  Action; 

A.  Completed  Milestones: 


Date: 

Completed 


Completed 


Completed 
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Milestone: 

Supply  activities  perform  required 
quarterly  supply  and  financial 
record  reconciliations  to  ensure 
supply  and  financial  record 
accuracy . 

Supply  activities  perform  periodic 
reconciliations  between  Master 
Stock  Item  Record  and  Master  Data 
file  to  maintain  accurate  inventory 
balances. 

Supply  activities  adjust  MIT  and 
progress  payments  for  discrepancies 
identified  by  the  auditors  and 
reflect  in  FY  1993  financial 
statements . 
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B.  Plaimsd  NilMtoBM  (FY 


Pat*: 

3/94 


3/94 

3/94 


3/94 


3/94 


Continue  on 


Mile»tone; 

Supply  and  industrial  activities 
ensure  full  financial  statement 
footnotes  disclosure  in  accordance 
with  DOD  guidance  and  as  agreed 
upon  in  responses  to  audit  reports 
to  make  financial  statements  more 
meaningful. 

Supply  activity  adjust  SIT  for 
invalid  transactions  reported  by 
auditors  and  make  adjustments  to  FY 
1993  financial  statements. 

Industrial  activities  complete  a 
plan  to  validate  current  balances 
of  Inventory  Not  for  Sale, 

Property,  Plant  and  Equipment 
including  depreciation  and  ensure 
compliance  with  applicable  guidance 
to  correct  deficiencies  reported  by 
auditors  and  document  the  plan  in 
the  applicable  footnote  to  the  FY 
1993  financial  statements. 

Industrial  activities  complete  a 
plan  to  use  statistical  sampling 
techniques  for  inventory  and 
conduct  inventory  in  accordance 
with  applicable  instructions  and 
determine  when  complete  inventories 
are  needed  and  document  the  plan  in 
the  applicable  footnote  to  the  FY 
1993  financial  statements. 

Industrial  activities  complete  a 
plan  to  determine  the  value  of 
excess  inventory  and  the  disclosure 
of  excess  inventory  at  net 
realizable  value  in  financial 
statements  and  document  the  plan  in 
the  applicable  foo  ■'ote  to  the  FY 
1993  financial  aents. 
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Dat«» 

3/94 


Supply  activity  management  command 
monitor  Inventory  Accounting  and 
Billing  Operation  (PX06)  software 
implementation  to  ensure  timely 
correction  of  deficiencies  that 
cause  imbalances  between  supply  and 
financial  records.  Provide 
disclosure  in  financial  statement 
of  actual  implementation  date. 

3/94  Industrial  activity  management 

command  validate  accrual 
deficiencies  identified  by  auditors 
and  make  adjustments  to  FY  1993 
financial  statements  based  on 
errors  detected. 

9/94  Supply  activities  management 

command  take  action  to  develop  and 
implement  Advanced  Traceability  and 
Control  Ready  for  Issue/Returns 
Redistribution  Order  Accountability 
and  Control  System  to  correct  the 
differences  between  the  SIT 
financial  and  inventory  records. 

9/94  Industrial  activity  conduct  wall  to 

wall  inventory  where  accuracy  is 
less  than  65%  and  provide  results 
of  review  in  FY  1994  financial 
statements  and  footnotes. 

c.  Planned  Milestones  (Beyond  FY  1994) : 

Date;  Milestone: 

9/95  Industrial  activities  return  unused 

material  to  appropriate  inventory 
account  and  make  adjustments  to 
financial  statements  prior  to  base 
closure. 

9/95  Verification;  Plans  for  and 

progress  on  corrective  actions  will 
be  addressed  in  management  command 
submissions  of  the  CFO  financial 
statements  supporting  footnotes  to 
DFAS  with  a  copy  to  NAVCOMPT  for 
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monitoring.  Corrective  actions  are 
also  reviewed  through  follow-up 
audits,  inspections,  and/or  quality 
assurance  reviews. 

:  Mr.  Richard  Gloss,  (703)  607-3333. 
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IPMTirilP  PTOIlfq  TMl  gaiQB 


Tltl<  and  D<»criPtioB  of  Mafrial  W—ICB>»a:  Unmatched 
Disbursements.  Unmatched  disbursements  exist  in  the  Navy's 
accounting  system  because:  (1)  funding  organizations  do  not 
always  obligate  funds  promptly;  (2)  controls  are  not  adequate  to 
ensure  prompt  detection  and  correction  of  disbursing  office 
errors;  (3)  accounting  data  accuracy  is  not  maintained;  and  (4) 
unmatched  disbursements  are  not  promptly  resolved.  One  system, 
which  accounts  for  $57  billion  (57%  of  the  Navy's  overall 
budget),  contained  12.3  billion  in  unmatched  disbursements  as  of 
19  February  1992. 

The  Department  of  Defense  (IX>D)  shares  a  major  part  of  the 
responsibility  for  correcting  this  issue.  Under  Defense 
Management  Report  Decision  910,  the  DOD  capitalized  the 
accounting  and  finance  operations.  DOD's  share  of 
responsibilities  is  not  identified  in  this  material  weakness. 

Functional  Category:  Comptroller  and/or  Resource  Management 

Pace  of  Corrective  Action: 

Year  Identified:  FY  1993 

Original  Targeted  Correction  Date:  FY  1995 

Targeted  correction  Date  in  Last  Year's  Report:  N/A 

Current  Target  Date:  FY  1995 

Reason  Per  Change  in  Date(s);  N/A 

Component/Appropriatien/AccaM"<^  o&M,N  (17X1804),  OPN 

(17X1810),  RDT&E,N  (17X1319),  OiM,NR  (17X1806),  WPN,  (17X1507), 
SCN  (17X1611),  APN  (17X1506),  FMS  (17X8242),  O&M,  Defense 
Agencies  (100),  Procurement,  Defense  Agencies  (300),  National 
Guard  &  Equipment,  Defense  (350)  RDT&E,  Defense  Agencies  (400) , 
Environmental  Restoration,  Defense  (810) ,  Missile  Procurement, 

Air  Force  (57X3020),  RDT&E,  Air  Force  (57X3600) 

Validation  Process:  Project  manager  will  review  monthly  reports 
of  corrective  actions  and  provide  periodic  status  reports  to  the 
Assistant  Secretary  of  the  Navy  (Financial  Management/ 
Comptroller)  (ASN  (FM) )  for  the  Secretary  of  the  Navy.  The  ASN 
(FM)  will  meet  periodically  with  the  comptrollers  and  the  Defense 
Fiance  Accounting  Service  to  review  progress  of  the  project. 


Continue  on  next  page 


Indicators t  A  detailed  Plan  of  Action  and  Milestones  for 
reducing  unmatched  disbursements  has  been  developed  to  track  and 
measure  progress.  The  Defense  Finance  Accounting  Service  and  the 
Navy  "tiger  team"  will  provide  a  monthly  "Unmatched  Disbursements 
Progress  Report"  for  reducing  the  $12.3  billion  in  unmatched 
disbursements  to  the  project  director.  Unmatched  Disbursements 
is  a  topic  on  the  agenda  of  the  newly  established  Department  of 
Defense  Senior  Financial  Management  Oversight  Council. 

Source (s)  Identifying  Weakness;  GAO  Report  No.  AFMD-93-21, 
"Financial  Management:  Navy  Records  Contain  Billions  of  Dollars 
in  Unmatched  Disbursements"  of  June  1993. 

Major  Mlleatones  in  Corrective  Action; 

A.  Completed  Mlleatones: 


Milestone: 

Establish  a  Plan  of  Action  and 
Milestones  for  reducing  unmatched 
disbursements . 

Form  a  Process  Action  Team  to 
review  the  process  to  determine  the 
systemic  problems  causing  unmatched 
disb"  sements  and  make 
recommendations . 

Obtain  and  approve  additional 
resource  requirements  from  Navy 
components  to  competently  address 
the  problem. 

B.  Planned  Milestones  (FY  1994) : 

Date;  Milestone; 

3/94  Reduce  existing  unmatched 

disbursements  by  half. 

3/94  Issue  message  to  all  funding  and 

accounting  offices  emphasizing  the 
importance  of  recording  all 
obligation  promptly  and  accurately, 
entering  disbursements  correctly, 
and  only  use  authorized  contract 
numbers  and  payment  supporting 
documentation  to  correctly  match 
unmatched  disbursements. 


Date; 

Completed 

Completed 


Completed 
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MilftliSBft: 


Review  and  approve  plans  of  the 
operating  organizations  to  achieve 
the  reductions  and  correct  the 
process  and  system  weaknesses. 

Modify  Navy  regulations  and 
procedures  to  require  that  copies 
of  necessary  documentation  be  made 
available  to  and  used  by  the 
organizations  responsible  for 
resolving  unmatched  disbursements. 

C.  Planned  Milestones  (Beyond  FY  1994) : 

Pate;  Milestone; 

9/95  Verification;  The  project  manager 

will  use  the  deta^'led  Plan  of 
Action  and  Milestones  for  reducing 
unmatched  disbursements  as  a  check 
list  to  verify  that  all  actions 
have  been  completed.  When  the 
amount  of  unmatched  disbursements 
are  at  an  acceptable  level  over  a 
time  period,  the  Department  of  the 
Navy  will  assume  that  the  material 
weakness  is  resolved. 


9/94 

9/94 


Point  of  Contact:  Mr.  Richard  Gloss,  (703)  607-3333. 
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Tittf  aafl  PffgyjlptiOB  of  WfiKafiP:  Naval  selected 

Reserve  Force  Mobilization  Requirements  (OSD  #92-054) .  Navy 
field  activities  and  manpower  claimants  did  not  always  use 
effective  procedures  to  develop  and  justify  Selected  Reserve 
(SELRES)  manpower  requirements.  Field  activities  did  not  always 
annually  review  their  mobilization  requirements  as  required. 
Resource  sponsors  did  not  always  consider  active  duty  personnel 
filling  peacetime  only  billets  as  a  source  for  filling  ship  and 
squadron  mobilization  requirements  as  required.  Finally,  20  of 
the  22  manpower  claimants  interviewed  did  not  include  the 
function  of  determining  SELRES  manpower  requirements  as  an 
assessable  unit  under  the  Navy's  Management  Control  Program. 

Functional  Category:  Personnel  and/or  Organization  Management 

Pace  of  Corrective  Action 

Year  Identified:  FY  1992 

Original  Targeted  Correction  Date;  FY  1995 

Targeted  Correction  Date  in  Last  Year's  Reports t  FY  1995 

current  Target  Date;  FY  1996 

Reason  for  Change  in  Date(s);  Verification  milestone  added. 

Component /Appropriation  /Accoont  imiMbar;  Navy/RPN  (17X1405) 

Validation  Process;  Management  Review  or  Alternate  Verification 
Review  during  FY  1996. 

Results  Indicators;  Valid  mobilization  manpower  requirements 
will  result  in  Navy  activities  ability  to  accomplish  mission  and 
functions  during  a  mobilization.  Adequate  SELRES  manpower 
authorizations  result  in  proper  RPN  funding. 

Source  Identifying  Weakness:  Naval  Audit  Service  Report  No. 
069-S-92,  "Naval  Selected  Reserve  Force  Mobilization  Requirements 
of  30  June  92.  Naval  Audit  Service  Report  No.  049-S-91,  "Naval 
Surface  Reserve  Force  Personnel  and  Training  Readiness"  of  25 
June  1991.  DODIG  Audit  Report  92-116,  "Naval  Reserve  Reinforcing 
and  Sustaining  Units"  of  30  June  1992. 
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CoBpl«t«d  Mil«ston«s: 


Completed 
1  Sep  92 

Completed 

6/93 


Completed 

7192 


Completed 

9/93 


Milestone; 

Ensure  that  SELRES  manpower 
requirements  is  an  assessable  unit. 

Revalidate  the  responsible 
Functional  Sponsor  for  each 
Functional  Category. 

Revalidate  all  NAMOS  Functional 
Categories  (FUNCATs)  for 
applicability  under  the  new 
planning  guidance. 

Revise  SECNAV  Instruction  on  Navy 
Total  Force  Manpower  Policies  and 
Procedures . 


Planned  Milestones  (FY  1994) : 


Date: 

3/94 


Milestone; 

Revise  the  Navy  Manpower 
Mobilization  System  (NAMMOS)  Users 
Manual. 


3/94 


9/94 


Promulgate  the  new 
guidance/directives  to  Manpower 
Claimants  and  provide  guidance  on 
the  procedures  to  be  used  to 
conduct  a  zero-based  review  of  all 
mobilization  manpower  requirements. 

Write  and  issue  a  SECNAV 
Instruction  on  Naval  Reserve 
Policy. 


Planned  Milestones  (Beyond  FY  1994) : 


Date: 


Milestone; 


3/95 


Perform  FUNCAT  reviews/update  the 
Concept  of  Operations  for  each 
FUNCAT  based  on  the  new  planning 
guidance. 
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Pttt« 

3/95 

3/95 

3/95 

3/95 

3/96 

Point  of  Contact: 


Add  the  deternination/validation/ 
progranning  procedures  for 
mobilization  manpower  requirements 
to  the  PERS>51  Total  Force  Manpower 
Management  course. 

Revalidate  all  mobilization 
manpower  requirements  and  submit 
necessary  Manpower  Change  Requests. 

Identify  any  cost  savings/ increases 
resulting  from  the 
revalidation/ identification  of 
alternate  resourcing  of  SELRES 
requirements  under  the  new 
guidance. 

Update  Navy  guidance  on  Naval 
Reserve  Policy. 

Verification:  Conduct  management 
reviews  to  certify  the 
effectiveness  of  all  corrective 
actions . 

Mr.  Richard  Gloss,  (703)  607-3333. 
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Titl»  and  D»scriptiop  of  »•*!»>•■■»  sexual  Harassment 

(OSD#  92-064) .  Deficiencies  in  the  Navy's  sexual  harassment 
program  as  evidenced  by  inappropriate  behavior,  improper  handling 
of  sexual  harassment  grievances  and  poor  investigation  of 
reported  sexual  harassment  have  materially  damaged  Navy's  public 
image  and  impacted  Navy  morale. 

Functional  Category;  Personnel  &  Organizational  Management 
Pace  of  Corrective  Action; 

Year  Identified;  FY  1992 

Original  Targeted  Correction  Date;  FY  1995 

Targeted  Correction  Date  in  Last  Year's  Reports:  FY  1995 

Current  Target  Date:  FY  1995 

Reason  for  change  in  Date (a):  Verification  Milestone  added. 

Component /Appropriation/Accom^fe  g  0&M,N  (17X1804) 

Validation  Process:  Corrective  actions  will  be  validated  during 
an  internal  management  review  during  FY  1995.  Sexual  harassment 
will  be  included  as  a  "special  interest"  item  during  command 
inspections,  biannual  Equal  Employment  Opportunity/ Sexual 
Harassment  Surveys  and  Unit  Climate  Assessments. 

Results  Indicators;  Sexual  Harassment  in  the  Navy  is  now 
recognized  as  a  problem  that  needs  to  be  addressed.  Training  on 
sexual  harassment  prevention  is  now  mandatory  for  all  members, 
both  civilian  and  military.  "Core  Value"  training  is  row 
incorporated  in  all  command  courses  as  well  as  in  all  accession 
point  training.  Policy  has  been  written  to  enforce  mandatory 
separation  and  reinforce  zero  tolerance.  A  telephone  hot  line 
has  been  set  up  to  assist  in  advice  and  counseling.  All  these 
corrective  actions  and  training  proved  reasonable  assurance  that 
the  Navy  is  strengthening  the  integrity  of  the  employment 
relationship,  morale  and  work  productivity.  The  Biennial  Navy 
Equal  Opportunity/ Sexual  Harassment  survey  to  be  completed  in  FY 
1995  will  validate  progress  and  realign  policy/training 
accordingly. 
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gftWgfCi)  MfBtlgYinq  WflKatit*  1992  Navy  Inspector  General 
(Tailhook  Investigation) ;  1991  Update  Report  on  the  Progress  of 
Women  in  the  Navy,  1989  &  1991  Navy  Equal  Opportunity/ Sexual 
Harassment  Results,  1987  Navy  Women's  Study  Group;  1991  Navy 
Personnel  Research  and  Development  Center  Study  on  Sexual 
Harassment  in  the  Civilian  Work  force. 


Major  Milestones  in  Corrective  Act ion > 


A.  Completed  Milestones: 
Date; 

Completed 

Completed 

Completed 

Completed 

Completed 


Completed 


Completed 

Completed 


Milestone; 

Mandatory  administrative  separation 
directed  to  reinforce  the  Zero 
Tolerance  policy  on  sexual 
harassment . 

Re-emphasize  Zero  Tolerance  Policy 
for  sexual  harassment. 

Establish  Standing  Committee  on 
Military  and  Civilian  Women  in  the 
Department  of  the  Navy. 

Complete  one  day  Stand  Down 
prevention  training  for  sexual 
harassment . 

Upon  receipt  of  the  Sexual 
Harassment  Feedback  and  Lessons 
Learned  Report,  the  Standing 
Committee  will  chart  further 
actions  required  to  achieve  Navy 
Zero  Tolerance  Policy. 

Incorporate  "Core  Values"  training 
into  all  accession  point  training 
(officer  and  enlisted) ,  all  command 
courses,  recruiter  and  boot  camp 
supervisory  positions  and  key 
leadership  courses. 

Completed  CNET  lesson  plan  for 
Sexual  Harassment  Course.* 

Issue  new  Sexual  Harassment 
Instruction. * 

’npleted  DON  Informal  Resolution 
-em  (IRS) .* 


Completed 
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-  The  IRS  encourages  resolution  of  sexual  harassment 
complaints  informally,  at  the  individual  work  center 
level.  The  IRS  is  an  adjunct  to  the  formal  sexual 
harassment  complaint  system  established  by  SECNAVINST 
5300. 26B  which  can  be  entered  into  if  the  IRS  is  not 
appropriate  or  successful  for  the  individual  or 
specific  circumstance  of  the  incidents. 

Completed  Establish  a  database  to  track 

sexual  harassment  and  assault. 

-  Database  completed  in  August  1993. 

Completed  Complete  next  Biennial  Navy  Equal 

Opportunity/ Sexual  Harassment 
Survey  to  determine  progress  and 
realign  training/policy  initiatives 
accordingly. 

-  Survey  was  made  Sep  1993 

B.  Planned  Milestones  (FY  1994):  N/A 

C.  Planned  Milestones  (Beyond  FY  1994) : 

Date:  Milestones: 

9/95  Verification:  Complete  Biennial 

Navy  Equal  Opportunity/ Sexual 
Harassment  Survey  to  determine 
progress  and  realign 
training/policy  initiatives, 
accordingly. 


*  Additional  milestones  completed  during  FY  1993  to 
support  ongoing  corrective  actions. 

Point  of  Contact:  Mr.  Richard  Gloss,  (703)  607-3333. 
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Titl*  and  D#»oriDtioB  of  mfrUl  W— Poor  Utilization  of 
Bachelor  Enlisted  Quarters  (BEQs)  Berthing  Spaces  and  Transient 
Bachelor  Officer  Quarters  (BOQs)  (OSD  #92-069) .  Deficiencies 
identified  were: 

1.  Transient  BQs/ Government  Quarters  have  an  inefficient 
reservation  system. 

2.  Some  Navy  commands  are  accumulating  monies  collected 
from  billeting  service  charges,  rather  than  restricting  or 
identifying  them  for  projects,  services,  or  amenities  to  benefit 
transients. 

3.  Some  navy  commands  inappropriately  exempted  employees 
from  using  BQs/ Government  Quarters  while  on  temporary  duty 
travel . 


4.  Revisions  in  Navy  policy  and  procedures  to  establish  a 
reasonable  commuting  distance  (15  miles/30  minutes)  could  result 
in  economies. 

5.  Navy  field  activities  did  not  properly  allocate  or 
utilize  adequate  available  BEQ  space  prior  to  authorizing 
permanent  duty  and  transient  enlisted  personnel  to  live  off  base. 

6.  Field  activity  management  reviews  were  not  adequate  to 
ensure  maximum  utilization  of  adequate  housing. 

7.  The  Navy's  BEQ  guidance  on  geographical  bachelor 
personnel  drawing  Basic  Allowance  for  Quarters  and  living  in  BEQs 
was  not  in  conformance  with  DOD  policy. 

Functional  Category;  Property  Management 

Component / Appropr iat ion/Accou"*^  wiiwhAr ?  mpn  (17X1453), 

O&MN  (17X1804) 

Pace  of  Corrective  Action: 

Year  Identified:  FY  1992 

Original  Targeted  Correction  Date:  FY  1993 

Targeted  Correction  Date  in  Last  Year's  Report;  FY  1993 
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carxmnt  fxamt  Daft  FY  1994 

R— son  For  ChMia#  in  Daft  Varlflcation  ailestone  added. 


Reaulta  Indioatora;  Clalnant  per  diem  costs  will  be  saved,  and 
therefore  training  and  mission  essential  travel  costs.  Funds 
from  billeting  service  charges  are  not  being  identified  or  used 
as  intended.  BOQ  cost  avoidances  totaling  $22.3  million  for  FY 
1993  through  FY  1998  could  t>e  achieved.  Economy  and  efficiency 
of  BEQ  will  improve  with  a  Fy93  -  FY98cost  avoidance  of 
approximately  $156.7  million. 

Validation  Process:  Management  Review  of  these  areas  during  FY 

1994. 


Sources  Identifying  Wealcness;  Naval  Audit  Service  Report  No. 
090-S-92,  "Navy's  Management  of  Berthing  Spaces  at  Bachelor 
Enlisted  Quarters"  of  30  September  1992,  Naval  Audit  Service 
Audit  Report  (004-S-93) ,  "Utilization  of  Transient  Bachelor 
Quarters",  of  27  October  1992.  GAO  Report  No.  GAO/NSIAD-92-27, 
OSD-8819  "Transient  Lodging  Operations  Need  Effective  Management 
Control"  of  October  1991  and  Pers-6  internal  management  reviews 
during  1991  and  1992. 

Major  Milestones  in  Corrective  Action; 


A.  completed  Milestones: 


D4te: 

Completed 


Completed 


Completed 


Milestone: 

Issue  policy  prohibiting  billeting 
offices  from  issuing  Certificates  of 
Non-availability  (CNAs)  when  government 
quarters  are  available. 

Revise  Navy  guidance  to  require  that 
results  of  quarterly  space  utilization 
reviews  be  documented  and  retained  for 
record  purposes.  Issue  guidance  to 
terminate  geographical  bachelor  space 
assignments  when  the  BEQ  space  is  needed 
by  higher  priority  personnel. 

Identify  appropriate  management  controls 
to  ensure  compliance  with  policies  and 
directives. 
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D>t«I 

Completed 


Completed 


Completed 


Completed 
1  Feb  93 


Completed 
1  Mar  93 


Completed 
1  Oct  93 


Milemtone; 

Clearly  identify  potential  uses  of 
billeting  funds,  and  urge  commands  to 
maximize  use.  Require  commands  with 
identified  projects  to  restrict  funds 
appropriately . 

Issue  message  requiring  claimants  to 
transfer  excess  billeting  funds  which 
have  not  been  restricted  for  projects  to 
activities  in  need  of  non-appropriated 
funds. 

Require  that  during  periodic 
inspections,  steps  are  included  in 
inspection  guides  to  perform  reviews  to 
ensure  that  geographical  bachelor  space 
assignments  are  terminated  when  the 
spaces  are  needed  for  higher  priority 
personnel. 

Advise  field  activities  to  utilize  all 
available  spaces  prior  to  authorizing 
unaccompanied  enlisted  personnel  to  live 
off  base. 

Require  that  data  be  developed  that 
depicts  total  BEQ  capacity,  total 
occupancy  achieved,  and  total 
authorizations  to  live  on  the  economy 
due  to  high  BEQ  utilization;  report  the 
results  at  least  quarterly  for  review  by 
local  and  upper  management. 

Require  that  periodic  inspections  of 
field  activities  include  reviews  to 
certify  BEQ  space  allocations  are 
consistent  with  optimum  utilization 
needs,  and  authorization  to  live  off- 
base  are  limited  to  those  instances 
where  BOQ  space  is  fully  utilized  or 
personnel  are  qualified  for  such 
entitlement. 
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Conpleted 

3/93 


Identify  magnitude/costs  involved. 


Completed 

4/93 


Completed 

4/93 


Issue  policy  and  procedures  requiring 
official  travelers  to  make  billeting 
arrangements  through  Commercial  Travel 
Offices  (CTOs) . 

Require  use  of  BOQs  located  within 
reasonable  distances  of  temporary  duty 
travel  locations. 


Completed 

9/93 


Completed 

9/93 


Issue  clarifying  guidance  regarding  the 
use  of  adverse  effect  statements  for 
temporary  duty  travel  by  defining 
specific  reasons  where  the  statement 
would  be  justified. 

Establish  a  review  of  adverse  effect 
exemptions  as  an  issue  in  all  Inspector 
General  inspections. 


-  An  interim  transient  lodging  policy  has  been 
submitted  which  directs  that  use  of  adverse  effect 
exemption  statements  must  be  fully  justified. 
Estimated  release  date  is  31  May  93. 


Completed 

7/93 


Completed 

4/93 


Completed 

10/93 


Establish  procedures  to  monitor  the 
adequacy  of  BOQs  through  unannounced 
inspections  and  establish  feedback 
procedures  from  users  of  those 
government  quarters  to  include 
appropriate  corrective  action  that 
should  be  implemented  by  the  BOQs. 

Require  BOQs  located  within  local 
commuting  areas  to  coordinate 
availability  prior  to  issuance  of 
certificates  of  non-availability. 

Issue  guidance  to  BOQs  to  correct 
deficiencies  in  regard  to  climate 
control,  furnishings,  cleanliness,  maid 
service,  and  privacy,  and  to  issue 
certificates  of  non-availability  if  not 
corrected. 
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9/93 

On  Target 


Implement  standardized  BOQ  reservation 
system. 


B.  Planaed  Xilestoaes  (PY  1994) : 


Completed 

9/94 


Milestone; 

Ver i f icat ion :  Conduct  management 
reviews  to  certify  the 
effectiveness  of  all  corrective 
actions . 


Mr.  Richard  Gloss,  (703)  607-3333. 
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Titl*  >nd  D#«criPtloB  of  Mafrial  W— kn»»«t  Enlisted  Member 
'*Ness  Separately"  (RATSSEP)  Authorization  and  Food  Service 
Operations  (OSD  #92-071).  $10. 9M  of  the  $15. 5M  RATSSEP 
authorizations  paid  to  enlisted  personnel  were  invalid. 
Authorizations  were  either  not  justified  or  lacked  proper 
documentation  to  substantiate  the  payment.  Invalid 
authorizations  occurred  because  of  noncompliant  local  policies 
and  a  lack  of  internal  controls  to  ensure  adherence  to  and 
enforcement  of  established  policies  and  procedures.  The  absence 
of  a  regional  coordinator,  required  by  Navy  policy,  also 
contributed  to  inconsistent  and  noncompliant  local  policies. 

Also,  inadequate  cash  controls  over  food  service  operations 
resulted  in  the  embezzlement  of  funds. 

Functional  Category:  Support  Services 

component / Appropriation /Acco«ii«-  »  MPN  (17X1453), 

0&M,MC  (17X1106) 

Pace  of  Corrective  Action; 

Year  Identified;  FY  1992 

original  Targeted  correction  Pate;  FY  1993 

Targeted  Correction  Date  in  Last  Year's  Reports;  FY  1993 

current  Target  Date;  FY  1994 

Reason  for  Change  in  Date:  Verification  milestone  added. 

Validation  Process;  Corrective  actions  implemented  at  Food 
Service  operations  will  be  validated  by  the  responsible  component 
either  by  an  audit,  inspection,  quality  assurance  review  or  a 
management  control  evaluation.  Corrective  actions  related  to 
RATSSEP  authorizations  will  be  validated  by  a  management  control 
review  during  FY  1994. 

Results  Indicators:  Economy  and  efficiency  of  Basic  Allowance 
for  Subsistence  (BAS)  and  RATSSEP  operations  could  be  improved  at 
the  field  level  with  an  annual  cost  avoidance  of  approximately 
$6.8M  ($10. 9M  offset  by  $4. IN  cost  to  O&MN  for  rations-in-kind 
for  those  personnel  who  would  no  longer  receive  BAS/RATSSEP) . 
Note:  $6.8M  annual  cost  avoidance  savings  has  been  used  to 

offset  an  unfunded  BAS  requirement. 
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aottrcaO  Id<BtifYlna  W— Naval  Audit  Service  Audit  Report 
No.  OOl-C-93,  '*Authorization  and  Payment  of  Basic  Allowance  for 
Subsistence,"  of  1  October  1992  and  a  Naval  Investigative  Service 
investigation . 

Major  Milestones  in  corrective  Action; 


A.  Completed  Milestones: 

: 

Completed 


Completed 


Completed 
(3/S  ) 


Direct  activities  to  disapprove  all 
RATSSEP  not  adequately  supported. 

Complete  a  review  of  controls 
overcash  in  Food  Operations. 
Implement  appropriate  internal 
control  procedures. 

Eliminate  unauthorized  RATSSEP 
payments  by  revising  guidance  to: 
clearly  state  when  full  BAS, 
RATSSEP,  and  emergency  BAS  should 
be  paid;  indicate  what 
documentation  is  required  to 
support  BAS  authorizations  and 
where  the  documentation  must  be 
retained;  require  annual  RATSSEP 
authorization  reviews. 


-  Changes  to  Navy  Personnel  Manual  were  approved  26 
July  93. 

Completed  Emphasize  the  requirement  for  a 

(3/93)  regional  coordinator  to  preclude 

inconsistent  local  BAS  policies. 

-  Changes  to  Navy  Personnel  Manual  were  approved  26 
July  93. 

B.  Planned  Milestones  (FY  1994): 

Date:  Milestone: 

9/94  Verification:  Perform  management 

reviews  to  certify  the 
effectiveness  of  all  corrective 
actions. 

Point  of  Contact:  Mr.  Richard  Gloss,  (703)  607-3333. 
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UWCORRBCTBD  MATERIAL  WBAKHBSS 
IDEirriFIBD  DORIMQ  THE  PERIOD 

wm 


Titla  and  d<8criptlon  of  MatTi^l  Waalcn»s«:  Environmental  issues 
relating  to  major  systems  acquisition  (OSD  #92-078) .  The 
Department  of  the  Navy  (DON)  must  ensure  all  directives, 
instructions,  manuals  or  other  guidance  implementing  DoD 
directives  5000.1  and  500.2  require  environmental  consideration 
during  all  acquisitions  (new  systems  and  major  modification  to 
existing  systems)  and  include  a  requirement  for  all  program 
managers  to  incorporate  environmental  considerations  in  the 
logistics  support  analysis. 

The  DON  did  not  assess  the  environmental  consequences,  prepare 
and  process  environmental  documents,  integrate  environmental 
considerations  or  initiate  programmatic  environmental  analysis 
into  its  decision  making  process  for  major  systems  acquisitions 
or  prior  to  the  engineering  and  manufacturing  development  phase. 
Internal  controls  were  not  effective  to  ensure  assessment  of  the 
environmental  consequences  of  the  programs. 

Functional  Category:  Other-Environmental 

Pace  of  Corrective  Action; 


Year  Identified;  FY  1992 

Original  Targeted  Correction  Date;  FY  1993 

Targeted  Correction  Date  in  Last  Yearns  Report;  FY  1993 

Current  Target  Date;  FY  1995 

Reason  For  Change  in  DateCs):  New  completion  date  for 
environmental  is  1995  due  to  new  verification  milestone. 

ComPOnent/ADPropriatic  /Aeeount:  Wumbar  »  RDT&E,  N  (17X1319);  WPN 
(17X1507) 

Validation  Process;  Review  of  environmental  considerations 
within  the  acquisition  cycle  is  a  continuous  process.  Successive 
changes  to  applicable  laws  and  regulations  require  constant 
monitoring  to  ensure  current  and  future  compliance.  DoD 
Directive  5000.1,  DoD  Instruction  5000.2  and  DoD  Manual  5000. 2-M 
incorporate  system  safety,  health  hazards,  and  environmental 
impact  into  the  Defense  Acquisition  Management  Policies  and 
Procedures.  Subsequent  to  the  identification  of  this  material 
weakness,  DON  issued  SECNAVINST  5000. 2A  which  implements  the 

Continue  on  next  page 


55 


environmental  review  and  other  requirements  of  DoD  recpiirements 
of  DOD  acquisition  management  policies  and  procedures. 

Additional  DON  environmental  guidance  to  clarify  scope  and  depth 
of  environmental  analysis  requirements  and  review  procedures  for 
acquisition  programs  is  being  prepared  for  incorporation  into 
SECNAVINST  5000.2.  This  material  weakness  will  be  corrected  by 
the  inclusion  of  this  additional  guidance  in  SECNAVINST  5000. 2A. 
These  policies/procedures  will  provide  necessary  ongoing  review 
of  environmental  Issues  within  the  acquisition  cycle  as 
envisioned  by  the  DOD  Inspector  General  report. 

Results  Indicators;  Environmental  requirements  are  impacting 
acquisition  programs.  The  elimination  of  CFCs  and  Halons  have  a 
major  impact  on  current  and  future  programs.  In  addition, 
reduction  of  toxic  materials  used  in  the  operation,  maintenance 
and  disposal  of  material  and  equipment  requires  full 
consideration  of  environmental  issues  during  the  entire  life 
cycle  of  equipment/material. 

Source <s)  Identifying  Weakness; 

1.  DODIG  Report  No.  93-077,  ''Environmental  Consequence 
Analyses  For  The  V-22  Osprey  Program"  of  29  March  1993. 

2.  DODIG  Report  No.  93-127,  "Environmental  Consequence 
Analyses  For  The  Joint  Standoff  Weapon  Program"  of  25  June  1993. 

OSD  Case  #92-078 

1.  Final  Report  on  the  Inspection  of  Hazardous  Waste 
Minimization,  Inspector  General,  Department  of  Defense, 
Inspection  Report  93-INS-06. 

Major  Milestones  in  Corrective  Action; 

A.  Completed  Milestones  for  OSD  Case  #  92-078: 

Date:  Milestone: 

Completed  Initiate  review  of  the  Federal 

Acquisition  Regulation  (FAR)  and 
the  Defense  Supplemental  (DFARS) 
and  other  guidance  documents  to 
identify  oportunities  to 
incorporate  environmental 
considerations . 
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HilACifiBft: 


-  Originally,  proposed  ASN  (I&E)  review  of  the  FAR  and 
the  DFARS  was  not  required.  The  FAR  and  DFARS  provide 
the  framework  by  which  programs  and  equipment 
identified  by  the  acquisition  process  are  procured. 
Environmental  considerations  cannot  be  retrofitted  into 
a  program  or  system  under  procurement  procedures 
governed  by  FAR  and  DFARS.  Further,  the  Office  of 
Federal  Procurement  Policy  initiated  a  review  of  the 
FAR  in  1993  that  resulted  in  several  proposed  changes 
to  encourage  the  purchase  of  environmentally  sound 
products . 

B.  Planned  Milestones  (FY  1994): 

Milestone; 

Conduct  and  document  programmatic 
environmental  analyses  (PEA)  and 
initiate,  if  needed,  supporting 
NEPA  documentation  for  the  V-22  and 
JSOW  programs. 

Incorporate  the  results  of  the  PEA 
and  completed  NEPA  actions, 
including  mitigating  actions,  into 
the  Integrated  Program  Summary, 
life-cycle  cost  estimates,  and 
other  documentation  per  DOD 
Instruction  5000.2  and  provide  a 
summary  of  completed  PEA  and  NEPA 
actions  for  the  JSOW  and  V-22 
programs  for  appropriate  DAB 
review. 

B.  Planned  Milestones  for  OSD  Case  #92-078  (FY  1994) : 

Date;  Milestone; 

3/94  Draft  and  issue  proposed  changes  to 

SECNAVINST  5000. 2A  to  clarify  scope 
and  depth  of  environmental 
requirements  for  acquisition 
programs . 


Date: 

9/94 

9/94 
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C.  Planned  Milastoaaa  (Bayond  FY  1994) : 


DBta :  HilfttPBfs 

3/95  Verification:  All  corrective 

actions  are  certified  by  the 
responsible  components  upon 
completion  and  reviewed  through 
subsequent  audits,  inspections, 
quality  assurance  reviews  or 
management  control  reviews. 


Point  of  Contact;  Mr.  Richard  Gloss,  (703)  706-3333. 
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IPIMTIFIBD  DOTIIMO  PRIOR  PERIOD 
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Titl»  and  D«»oriPtion  of  lUfrial  Compliance  with 

environmental  laws  and  regulations  by  the  Department  of  the  Navy 
(DON) .  (OSD  #92-079) .  Failure  of  Navy  and  Marine  Corps 
installations  to  comply  with  environmental  laws  and  regulations; 
lack  of  formal  Department  of  the  Navy  guidance  on  policy,  roles 
and  responsibilities. 

Functional  Category:  Other-Environmental 
Component /Appropriations /xeeaunfe  i  Various 

Pace  of  Corrective  Action: 

Year  Identified:  FY  1992 

Original  Targeted  Correction  Date:  FY  1993 

Targeted  correction  Date  in  Last  Yearns  Report;  FY  1993 

current  Target  Date:  FY  1995 

Reason  for  Change  in  Date;  Verification  milestone  added. 

Validation  Process:  Internally,  Navy  and  Marine  Corps  commands, 
the  Navy  Inspector  General  conduct  environmental  compliance 
audits.  Externally,  EPA  and  state  inspectors  check  environmental 
compliance.  Violation  are  reported  to  CNO  and  CMC  and  reviewed 
during  quarterly  program  reviews  with  ASN  (I&E)  and  OSD. 

Results  Indicators;  Reduced  Notices  of  Violation  and  development 
of  new  SECNAVINST. 

Source (s)  Identifying  Weaknesses;  Internal  (DON)  self 
evaluations  and  external  regulatory  inspections. 

Major  Milestones  in  Corrective  Action: 

A.  Completed  Milestones: 

Date:  Milestone: 

Completed  Initiate  quarterly  DON  Compliance 

reviews . 
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Completed 


Sign  six  Federal  Facilities 
Agreements 


Planned  Milestone  (FY  1994) : 


9/94 


Milestone; 


Issue  DON  Instruction  on 
environmental  policy,  roles,  and 
responsibilities . 


Planned  Milestone  (Beyond  FY  1994) : 


Date; 


9/95 


MilfifitSBi; 


Verification;  Based  on  inputs 
received  from  DON  Operational 
Components  concerning  the  adequacy 
of  the  revised  guidance. 

Mr.  Richard  Gloss,  (703)  607-3333. 
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Titl»  apd  P»»criptioa  of  lUtTlal  Wmmknmmm:  Compliance  with 
environmental  laws  and  regulations  by  the  Department  of  the  Navy 
concerning  management  and  elimination  of  ozone  depleting 
substances.  (OSD  #92-080) .  Navy  has  not  set  policy  for,  assigned 
responsibility  for,  or  reviewed  plans  for  complying  with  the 
Montreal  Protocol  on  Substances  that  Deplete  the  Ozone  Layer  and 
the  President's  accelerated  phaseout  schedule;  however  the 
Montreal  Protocol  was  only  announced  in  March  1992  and  the 
National  Science  Foundation  has  yet  to  delineate  all  the 
conditions  or  requirement  to  be  met. 

The  Montreal  Protocol  has  been  modified  several  times  since  1992. 
The  National  Science  Foundation  has  yet  to  solidify  the 
requirements  which  are  to  be  met;  however,  DON  remains  committed 
to  adhering  to  those  policies  once  they  are  approved. 

Functional  Category;  other  -  Environmental 

Component /Appropriation/Acg9«T?t^  ]*^^*!**tr ^  Navy  0&M,N 

Pace  of  Corrective  Action; 

Year  Identified:  FY  1992 

Original  Targeted  Correction  Date; ;  FY  1996 

Targeted  Correction  Date  in  Last  Year's  Report:  FY  1996 

Current  Target  Date:  FY  1996 

% 

Reason  For  Change  in  Date:  Publication  of  revised 
SECNAVINST  5090.5,  "Management  and  Elimination  of  Ozone  Depleting 
Substances,"  will  bring  all  Department  of  the  Navy  policy  and 
instructions  into  compliance  with  current  laws  and  regulations. 

Reduction  and  elimination  of  ODS  procurement  will  result 
from  Clean  Air  Act  prohibitions  on  the  manufacture  of  ODSs. 

Replacement  of  OSDs  will  occur  as  alternatives  are 
identified  and  approved.  Continued  use  of  ODSs  from  reserve 
stocks  is  permitted  under  the  Clean  Air  Act  until  alternatives 
are  identified  and  approved.  The  Defense  Logistics  Agency  was 
tasked  by  the  Department  of  Defense  with  responsibility  to 
establi  ,h  and  maintain  reserves  of  OSDs. 
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Validation  Proc*«»;  GAO,  the  Congress  and  OSD  require  periodic 
reports /reviews  on  DON  progress. 

Results  Indicators:  Production  of  Class  I  ODSs  will  cease 
December  31,  1995.  Production  of  new  Class  I  ODSs  after  that 
date  will  not  be  possible.  Establishment  of  Navy  ODS  stockpile 
and  recovery  and  recycling  programs  is  necessary  to  maintain 
support  of  mission  critical  equipment  and  non-mission  critical 
equipment  until  Class  I  ODS  substitutes  are  identified  or 
equipment  is  replaced.  Mission  critical  applications  —  those 
uses  of  ODSs  which  impact  combat  mission  capability  —  may  be  met 
through  the  Navy  ODS  stockpile.  Failure  to  properly  plan,  fund 
and  manage  the  ODS  stockpile  and  recovery  and  recycling  programs 
could  result  in  mission  critical  system  failures. 

Sources  Identifying  Weakness;  The  Montreal  Protocol  on 
Substances  that  Deplete  the  Ozone  Layer,  Clean  Air  Act  (CAA) ,  the 
Presidential  accelerated  ODS  production  phase-out  issued  in  1992, 
and  Executive  Order  12843. 

Hdjor  iflAegtoues  .in  gorryptiV-S 
A.  Completed  Milestones: 

Date;  Milestone; 

9/93  Complete  and  institute  plans  to 

recover,  recycle,  and  reclaim  ODCs 
during  training,  operation, 
service,  maintenance  and  disposal 
of  military  owned  equipment  by 
publishing  Department  of  the  Navy 
Ozone  Depleting  Substances  Policy 
Guidance.  This  policy  is  focused 
on  the  following  areas;  ODS 
Reserve  for  Mission  Critical 
Applications, 

Recovery / Recy c 1 i ng / Rec 1 ama t ion. 
Refrigerant  Use,  Fire  Fighting  Use, 
Solvent  Use,  Disposal, 

Alternatives,  Waivers 

9/93  Completed  and  institutes  actions  to 

eliminate  new  procurement  and  use 
of  Class  I  ODS  (unless  specifically 
approved)  in  future  acquisition 
programs  by  issuing  an  advance 
change  to  the  Navy  Acquisition 
Procedures  Supplement. 
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B.  PlBlIBSd  miMtOnM  (FY  19f4) 


Pat*; 

3/94 

(3/93) 

3/96 


3/96 


9/96 

Point  of  Contact; 


Milaatona; 

Tssue  revised  SECNAVINST  5090.5, 
anagenent  and  Elimination  of 
Ozone  Depleting  Substances.” 

Reduce  the  procurement  of  newly 
manufactured  ozone  depleting 
substances  as  required  by  the 
Montreal  Protocol.  The  Protocol 
bans  production  of  Halons  by 
January  1,  1994  and  production  of 
cholorfluorcarbons  by  January  l, 
1996.  The  DON  will  fully  comply 
with  the  requirements  of  the 
Montreal  Protocol  and  subsequent 
amendments  as  embodied  in  the  Clean 
Air  Act  Amendments,  and  Executive 
Order  12843  -  "Procurement 
Requirements  and  Policies  for 
Federal  Agencies  for  Ozone 
Depleting  Substances . ” 

Acquisition  of  ozone  depleting 
substances  shall  be  in  accordance 
with  Public  Law  102-484  (Section 
326),  Executive  Order  12843  (April 
21,  1993) ,  SECNAV  memorandum  of  28 
May  1993:  "ELIMINATION  OF  CLASS  I 
OZONE  DEPLETING  SUBSTANCES  IN  DON 
CONTRACTS",  and  all  implementing 
procurement  regulations.  In 
addition,  the  DON  has  issued  policy 
establishing  a  method  for  the 
transition  away  from  the  use  of 
Class  I  ozone  depleting  substances 
in  all  weapons  systems  and 
facilities  as  suitable  substitutes 
are  found,  evaluated  and  approved. 

Verification:  Conduct  reviews 

required  by  the  Clean  Air  Act, 
specific  Congressional  action  and 
the  Office  of  the  Secretary  of 
Defense  on  the  DON  progress. 

Mr.  Richard  Gloss,  (703)  607-3333. 
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Titl<  and  D#»oriptioB  of  lUtTial  Wkn«»«;  Environmental 
Compliance  Deficiencies  (OSD  #92*081) .  An  environmental 
management  deficiency  includes  the  lack  of  a  method  to  stay 
abreast  of  changing  environmental  regulations  at  the  state  and 
local  levels.  As  a  consequence.  Navy  guidance  is  not  always 
current,  and  deficiencies  are  often  uncovered  during  audits  and 
inspections.  In  light  of  the  fact  that  Navy  facilities  are 
subject  to  fines  and  penalties  under  the  Clean  Air  Act, 
deficiencies  uncovered  by  regulatory  agencies  on  environmental 
regulations  subjects  the  Navy  to  additional  and  often  unnecessary 
costs. 

Functional  Category;  Other-Environmental 

Component/ADPronriation/Account  WMaiber ?  o&M,N  (17X1804) 

Pace  of  Corrective  Action: 

Year  Identified:  FY  1992 

Original  Targeted  Completion  Data;  FY  1993 

Targeted  Correction  Data  in  Last  Yearns  Reports;  FY  1993 

current  Target  Date;  FY  1994 

Reason  for  Change  in  Date(a>;  To  allow  time  for  state 
revision/additions  to  air  program  emission  inventory  permit 
requirements  to  be  approved  by  the  Environmental  Protection 
Agency  (EPA) .  The  date  for  verifying  implementation  of  the  state 
tracking  system  changed  because  of  the  change  in  date  for  major 
claimant  environmental  program  evaluation. 

Validation  Process;  Measure  revised  guidance  during  coordination 
of  draft,  verify  that  personnel  are  in  place  to  fulfill  the 
functions  and  are  operational,  ensure  all  necessary  facilities 
are  included  and  assess  implementation  of  the  Navy  Training  Plan 
to  determine  if  the  programs  contained  in  the  plan  have  been 
initiated. 

Results  Indicators;  The  failure  to  effectively  track  state 
actions,  conduct  adequate  training  or  conduct  air  emission 
inventories  could  potentially  lead  to  violations  of  statutory  and 
regulatory  requirements.  Failure  to  update  implementing  guidance 
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on  air  compliance  or  to  educate  field  personnel  on  the  budget 
cycle  could  result  in  inefficient  management  of  the  air  program. 
Because  the  corrective  actions  are  in  various  stages  of 
implementation,  minimal  impact  to  operations  is  expected  while 
the  corrective  actions  are  being  fully  implemented. 

ggugfff  (il  WtBtefiBft?  Naval  Inspector  General 

Reports  of  Hazardous  Waste  and  Environmental  Program  Assessments 
for  the  following  activities:  Charleston  Naval  Shipyard,  Naval 
Submarine  Base,  Bangor,  Naval  Air  Station,  Adak,  Naval  Air 
Station,  Brunswick,  Naval  Aviation  Depot,  Jacksonville,  Naval 
Shipyard,  Mare  Island,  the  Norfolk  Complex,  Pearl  Harbor  Naval 
Shipyard,  Public  Works  Center,  Pearl  Harbor,  Naval  Activities, 

San  Diego  Area,  and  Naval  Air  Station  Whidbey  Island;  Management 
Control  Review. 

Major  Milestones  in  Corrective  Action t 

A.  Completed  Milestones: 

Pate:  Milestone: 

Completed  Update  implementing  guidance  Second 

Half,  FY  1993  to  reflect  recent 
regulatory  requirements  enacted  by 
the  Environmental  Protection 
Agency . 

-  Navy  Environmental  and  Natural  Resources  Program 

Manual  draft  revision  is  complete. 

Completed  Assess  the  progress  on  implementing 

a  Navy-wide  training  plan  for 
environmental  awareness. 

-  QMB  was  updated  on  the  Environmental  Navy 
Training  Plan  to  include  progress  on 
implementation  in  June  1993. 

Completed  Revise  implementing  guidance  to 

more  comprehensively  address  the 
budget  cycle  and  its  aspects  as  it 
relates  to  environmental 
compliance. 

B.  Planned  Milestones  (FY  1994): 
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P«tT  Miltlifillft: 

3/94  Finalize  a  schedule  for  conducting 

(9/93)  necessary  activity  Clean  Air  Act 

inventories. 

>  Not  all  installations  will  need  to  revise  emission 
inventories  as  originally  assumed.  Some  States  are  not 
requiring  installations  to  submit  inventories  for 
volatile  organic  carbon  and  nitrogen  oxides.  An 
informative  message  was  sent  in  August  1993  to  major 
claimants  listing  known  inventory  and  permit 
requirements  and  deadlines.  States  are  required  to 
submit  their  operating  permit  program  to  EPA  for 
approval  by  November  1993.  During  the  first  half  of  FY 
1994  information  will  be  collected  from  major  claimants 
on  inventory  schedules. 

3/94  Verify  implementation  of  a  state 

(9/93)  tracking  system. 

-  Verification  date  has  been  changed  because  of  a 
change  in  the  date  of  the  annual  program  review.  The 
state  tracking  system  is  being  reviewed  and  will  be 
verified  during  the  major  claimant  environmental 
program  evaluations  in  November  1993. 

9/94  Verification:  Measure  revised 

guidance  during  coordination  of 
draft,  verify  that  personnel  are  in 
place  to  fulfill  the  functions  and 
are  operational,  ensure  all 
necessary  facilities  are  included 
and  assess  implementation  of  the 
Navy  Training  Plan  to  determine  if 
the  programs  contained  in  the  plan 
have  been  initiated. 

Point  of  Contact;  Mr.  Richard  Gloss,  (703)  607-3333. 
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UMCORRBCTBD  MATBRIAL  WgAPfBSS 
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Titl<  >na  D»»oriPtion  of  lUfrial  Wmttknmmmi  Hazardous  Waste 
Management  (OSD  #92~082) .  Several  activities  were  not  fully 
compliant  with  Federal,  State  and  the  Department  of  the  Navy 
regulations  in  the  management  of  hazardous  waste  operations.  The 
activities  did  not  provide  sufficient  management  attention  and 
oversight  to  hazardous  waste  generation,  storage  and  disposition. 
Hazardous  waste  generated,  stored  and  disposed  of  was  not 
accurately  reported  in  the  Hazardous  Waste  Annual  Status  Report. 

Fuactional  Category:  Other-Environmental 

Component / Aporopr iat ions / Accout*»  »  O&N,  MC  (17X1106) 

Pace  of  Corrective  Action; 

Yeay  FY  1992 

Original  Targeted  Correction  Date;  FY  1994 

Targeted  Correction  Date  in  Last  Year^e  Report;  FY  1994 

Current  Target  Date;  FY  1994 

Reason  for  Change  in  Date:  Verification  milestone  added. 

Validation  Process;  All  corrective  action (s)  are  certified  by 
the  responsible  component (s)  upon  completion  and  reviewed  through 
audits,  inspections,  quality  assurance  reviews  and  or  management 
control  reviews. 

Results  Indicators;  Failure  to  comply  with  hazardous  waste  laws 
and  regulations  could  further  damage  the  environment,  cause 
potential  curtailment  of  operations  at  activities  and  produce 
possible  legal  action  against  Marine  Corps  commands  and  managers. 

Source (a)  Identifying  Weaknesses;  Naval  Audit  Service  Report  No. 
028-W-91,  "Hazardous  Waste  Management  at  Naval  Shipyards"  of  26 
April  1991;  Naval  Audit  Service  Report  No.  070-W-S:,  "Hazardous 
Waste-Marine  Corps"  of  21  July  1992;  and  Management  Control 
Reviews . 


A.  Co^pl«t«d  Mil«atoa«s: 


Completed 

Completed 

Completed 

Completed 

Completed 

B.  Planned  Milestones 

3/94 


MiltfftOBf ; 

Revise  guidance  to  require 
activities  to  report  hazardous 
waste  generated  and  to  submit 
hazardous  waste  generation  data  by 
weight. 

Require  reporting  activities  to  use 
the  Hazardous  Waste  Annual  Report 
Guide  when  compiling  and  reporting 
hazardous  waste  data. 

Update  and  distribute  the 
Environmental  Compliance  and 
Protection  Manual. 

Increase  environmental  staff  and 
contractor  support  to  provide 
better  oversight  and  guidance  to 
installations. 

Develop  a  comprehensive 
Environmental  Training  Compliance 
and  Education  Program  to  enhance 
compliance  with  all  environmental 
rules  and  regulations. 

(Beyond  FY  1994) : 

Verification:  Will  be  accomplished 
by  an  on  site  review. 


Point  of  Contact;  Mr.  Richard  Gloss,  (703)  607-3333. 


roCQMBCTBP  MMIMM.  WlMOTgg 

IDBMTiriBD  DDRIHO  PRIOR  PERIOD 

zm 


Titl«  >nd  D»scriDtion  of  lUfrial  Requirements 

Determination  for  Ammunition  and  Centrally-Controlled  Operating 
Stocks (OSD  #91-015).  Data  used  to  determine  requirements  for 
ground  ammunition  were  based  on  outdated  war  reserve 
requirements,  incorrectly  computed  training  requirements,  and 
incomplete  inventory  statistics.  The  management  of  centrally- 
controlled  operating  stocks  was  not  effective  as  on-hand 
quantities  were  not  adjusted  to  reflect  authorized  allowances. 

Functional  Category;  Supply  Operations 

Note;  This  prior  year  weakness  has  been  incorporate  into  the  new 
"Requirements  Determination"  Weakness  for  FY  1993. 

Point  of  Contact:  Mr.  Richard  Gloss,  (703)  607-3333. 


UNCOHRBCTBP  MATERIAL  WBAKHBSS 
IDBHTIPIBD  DURIHQ  PRIOR  PERIOD 
FY»1 


Titl»  and  D»scription  of  Mafrial  Requirements 

Determination  for  Aircraft  Acquisitions  (OSD  #91-024) .  Inadequate 
internal  controls  prevented  the  Navy  from  using  the  best 
available  data  and  techniques  to  develop  accurate  acquisition 
estimates.  Consequently,  Navy  overstated  procurement  and  flight 
hour  requirements  for  several  aircraft  including  advanced 
capability  aircraft  and  training  aircraft  and  flight  hours. 

Navy's  guidance  on  updating  and  validating  planning  factors  needs 
revision.  Use  of  inaccurate  planning/usage  data  hampered  Navy's 
ability  to  correctly  forecast  requirements.  Improved  controls 
are  needed  to  improve  the  accuracy  of  major  acquisition  baseline 
calculations. 

Functional  Category ;  Major  Systems  Acquisition 

Note;  This  prior  year  weakness  hrs  been  incorporated  into  the 
new  "Requirements  Determination"  weakness  for  FY  1993. 

Point  of  Contact;  Mr.  Richard  Gloss,  (703)  607-3333. 
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qHCORRBCTBD  MATERIAL  WlAIOIBSS 
IPBMTIFIBD  DORIMO  PRIOR  PERIOD 

mff 


Titl»  and  D»scriPtioii  of  Itefrial  W^luimmu:  Material  at 
Commercial  Repair  Facilities  (OSD  #90-020) .  Supply  and  financial 
records  did  not  accurately  reflect  the  quantity  of  material  sent 
to  commercial  activities  for  repair.  The  inaccuracies  occurred 
because  the  Navy  did  not  have  adequate  systems  for  monitoring 
material  sent  to  commercial  facilities  and  because  of  inadequate 
commercial  repair  facility  status  reports.  Facilities  that 
reported  through  the  automated  Commercial  Asset  Visibility  (CAV) 
program  and  non-CAV  facilities  that  reported  manually  failed  to 
provide  adequate  accountability  for  the  material. 

The  scope  of  this  material  weakness  was  expanded  during  FY  1991. 
The  same  deficiencies  previously  identified  for  material  that  was 
sent  to  commercial  repair  facilities  were  also  detected  for 
material  sent  to  Department  of  Defense  repair  facilities  through 
Depot  Maintenance  Interservice  Support  Agreements.  Additionally, 
the  Navy  Material  Center  was  not  informed  of  excess  on-hand 
material  at  one  facility  which  could  have  been  utilized  by  other 
services/activities. 

Functional  Category!  Supply  Operations 

Component  /  Appropriation  /  Account-  ♦  nsf  (17X4911) 

Note;  This  prior  year  weakness  has  been  incorporated  into  the 
new  "Excess  Material  and  Unrecorded  Inventories"  weakness  for  FY 
1993. 

Point  of  contact;  Mr.  Richard  Gloss,  (703)  607-3333. 
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OMCORRBCTBD  MATERIAL  WBAPiMS 
IDBIITIFIBD  DURIMQ  PRIOR  PERIOD 

m£ 


Titl»  and  D»soriptioa  of  Itefrial  mmmknmum:  Potential  Excess 
Aircraft,  Ship  and  Submarine  Parts  (OSD  #90'-022)  .  Navy's 
secondary  item  inventories  have  grown  significantly  since  1980. 
Inventories  of  spares  and  repair  parts  grew  by  $20  billion  during 
the  1980s.  While  this  is  due  in  part  to  the  force  modernization 
and  growth  of  the  1980s,  there  is  concern  over  the  quantity  of 
material  retained  on  hand  above  the  Approved  Force  Acquisition 
Objective  (AFAO) .  The  AFAO  is  the  current  inventory  requirement, 
and  includes  assets  for  inventory  levels  (e.g.,  repair  cycle 
level,  safety  level),  anticipated  issues,  and  for  funded  war 
reserve  projects.  Material  on  hand  that  exceeds  AFAO  quantities 
is  categorized  for  retention  or  as  potential  excess,  depending  on 
each  item's  weapon  system  application,  essentiality,  and 
anticipated  demand.  Material  in  this  category  grew  by  over  $8 
billion  from  FY80  to  Fy89.  Primarily,  the  increase  was  the 
result  of  turn-in  and  subsequent  retention  in  inventory  of 
repairable  items,  both  installed  components  and  supporting 
spares,  that  were  removed  from  active  fleet  units  due  to 
modernization  and  equipment  upgrade.  A  second  major  reason  was 
the  phase-out  of  major  weapon  systems,  including  many  Poseidon 
fleet  ballistic  missile  submarines  and  most  A-4  and  F-4  aircraft, 
with  subsequent  reduction  in  inventory  requirements  for  their 
support.  Material  in  these  categories  were  retained  on  hand  due 
to  a  DOD-imposed  restriction  on  the  disposal  of  inventory  that 
had  application  to  any  active  weapon  system.  Additional  concerns 
are  the  controls  to  better  forecast  future  requirements, 
particularly  as  configurations  are  altered  in  active  platforms, 
or  as  reliability  improvements  change  expected  use  rates. 

Functional  Category;  Supply  Operations 

Component /Appropriation/AccoM"*-  uuiiitiar ?  NSF  (17X4911)  and 
0&M,N  (17X1804) 

Note;  This  prior  year  weakness  has  been  incorporated  into  the 
new  "Excess  Material  and  Unrecorded  Inventories"  weakness  for  FY 
1993. 

Point  of  contact:  Mr.  Richard  Gloss,  (703)  607-3333. 
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Titl«  and  D«»oriPtion  of  Itofrial  Material  Handling 

and  Container  Requirements  (OSD  #90*027 ) .  Mission  area  analyses 
were  not  conducted  to  determine  the  numbers  and  types  of 
container  handling  equipment  planned  to  support  amphibious 
landings.  Activities  did  not  adequately  analyze  and  review  the 
recpiirements  to  acquire  new  forklifts  for  the  Fleet  Marine 
Forces,  did  not  consider  overlapping  capabilities  of  new 
equipment  in  setting  allowances,  and  set  allowances  for  artillery 
units  higher  than  needed.  Also  allowances  were  established  for 
Intermediate  Size  containers  which  exceeded  previously  approved 
quantities  and  user  requirements. 

Fxmctional  Category;  Property  Management 

COMPonent/Appropriation/Accoupt  itu»ber ?  pmc  (17X1109), 

0&M,MC  (17X1106),  NSF  (17X4911),  and  RDT&E  (17X1319) 

Pace  of  corrective  Action; 

Year  Identified:  FY  1990 

Original  Targeted  Correction  Date:  FY  1991 

Targeted  Correction  Date  in  Last  Yearns  Report;  FY  1993, 

30  Aug  1992 

Current  Target  Date;  FY  1994 

Reason  For  Change  in  Date:  New  required  milestone. 

Validation  Process;  All  corrective  actions  are  certified  by  the 
responsible  component (s)  upon  completion  and  reviewed  through 
subsequent  audits,  inspections,  quality  assurance  reviews  or 
management  control  reviews.  Certification  will  commence  upon 
completion  of  the  final  milestone  of  corrective  action. 

Results  Indicators;  The  numbers  and  types  of  container  handling 
equipment,  forklifts,  and  total  life  cycle  cost  for  acquisition 
of  Intermediate  Size  Containers  could  be  overstated.  A  potential, 
substantial  one-time  cost  avoidance  may  be  realized. 

Source  Identifying  Weakness;  Naval  Audit  Service  Report  No. 
053-W-90  "New  and  Replacement  Material  Handling  Equipment  and 
Intermediate  Size  Container  Requirements  of  the  Fleet  Marine 
Forces,"  of  20  June  1990. 

Continue  on  next  page 
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Major  Mil««ton«»  in  CQrr«Qtiv  Motion; 
A.  Cm^lotod  Milostoaos: 


P*to: 

Completed 
15  May  1990 

Completed 
15  May  1990 


Completed 
15  May  1990 


Completed 
23  Oct  1990 


Completed 
4  Apr  1991 


Completed 
10  Jul  1991 


Completed 
30  Aug  1991 

Completed 

9/93 


Completed 

9/93 


Completed 

9/93 

Completed 

1/93 


Continue  on  next 


Terminate  the  Container 
Handler  All  Purpose  program. 

Review  and  approve  all  changes 
to  Fleet  Marine  Force  Intermediate 
Size  Container  requirements. 

Delete  insert  and  rack 
completed  acquisitions  for  332 
quadruple  containers. 

Cancel  the  product  improvement 
program  for  Intermediate  Size 
Containers. 

Conduct  a  mission  area 
analysis  of  container  handling 
requirements . 

Correct  the  life  cycle 
estimate  for  one  Intermediate 
Size  Container  and  reduce  planned 
procurement  of  horizontal 
connectors  from  four  to  three. 

Reduce  Intermediate  Size  Container 
requirements . 

Determine  the  feasibility  of 
increasing  the  off  load  time  for 
Assault  Echelon  supplies. 

Perform  mission  analysis  for 
forklift  requirements  for  the  Fleet 
Marine  Force. 

Review  and  revalidate  forklift 
requirements  for  artillery  units. 

Develop  consolidated  Required 
Operational  Capability  document  for 
all  container  handling  equipment. 


page 
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MiAfttgBfi 


Completed  Develop  consolidated  Required 

9/93  Operational  Capability  dociunent  for 

forklifts. 

B.  Planned  Milestone  (FY  1994): 

9/94  Verification:  Validation  of  the 

implementation  of  corrective 
milestones  will  be  accomplished  by 
on-*site  reviews. 

Point  of  Contact:  Mr.  Richard  Gloss,  (703)  607-3333. 
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UMCORRBCTBD  MXTPIAL  WBAMSB 
IDBMTIFIBP  DTOIMO  PRIOR  PERIOD 
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Titl<  and  D<scriPtioii  of  :  Management  of  the 

Metrology  and  Calibration  (METCAL)  Program  (OSD  #90-028) .  The 
METCAL  Program  is  neither  effective  nor  efficient.  Calibration 
actions  are  not  always  documented  because  of  inadequate  oversight 
and  guidance.  Systems  of  reviewing  calibration  intervals  is 
ineffective.  Equipment  remains  in  service  beyond  its  scheduled 
calibration  due  dates  because  of  poor  maintenance  practices. 

Data  used  to  manage  the  program  are  inaccurate  and  incomplete. 
Activities  retain  equipment  not  currently  needed  to  accomplish 
their  mission.  Personnel  do  not  always  document  the  procedures 
and  calibration  test  equipment  used  when  calibrating  equipment. 

Punctional  Category:  Property  Management 

Component /Apprepriation/Accoup*^  tmabay ?  0&M,N  (17X1804), 

OPN  (17X1810) 

Pace  of  Corrective  Action; 

Year  Identified;  FY  1990 

Original  Targeted  Correction  Date;  FY  1992 

Targeted  Correction  Date  in  Last  Yearns  Report;  FY  1993, 

(31  Dec  1991) 

Current  Target  Date;  FY  1994 

Reason  For  Change  in  Date:  Verification  milestone  added. 

Validation  Process;  All  corrective  actions  will  be  certified  by 
the  responsible  component (s)  through  an  Internal  Management 
Review.  Certification  will  commence  upon  completion  of  the  final 
milestone  of  corrective  action. 

Results  indicators;  Incomplete  interval  reviews  could  result  in 
$23.7  million  annually  in  unnecessary  calibration  actions  for 
non-critical  test  equipment.  Poor  record  maintenance  could 
result  in  unnecessary  expenditures  of  $1.6  million  annually  and 
unjustified  retention  of  redistributable  equipment  could  result 
in  unnecessary  purchases  of  about  $81  million. 

Source  Identifying  Weakness;  Naval  Audit  Service  Report  No. 
033-S-90,  "Management  of  the  Metrology  and  Calibration  Program," 
of  27  April  1990. 
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Itelor  Mil«stoB«»  in  Corr«otiv  Action; 

A.  COBpl«t«d  Mll«atoB«s: 

Milaatona; 


Completed 
25  Sep  1990 


Completed 
19  Jan  93 


Completed 
10  Sep  92 


Direct  all  commands  to  perform 
a  management  control  review  on 
the  NETCAL  Program. 

Include  all  calibration 
equipment  into  the  automated 
interval  analysis  system. 

Revise  "The  MEASURE  Users 
Manual"  to  provide  guidance  for 
documenting  the  procedures  and  test 
equipment  used  for  calibrating. 


-  The  new  "MEASURE  Users  Manual"  was  promulgated  10  Sep 
92. 


Completed 
26  Oct  92 


Completed 
26  Oct  92 


Establish  procedures  to  review 
equipment  requirements  periodically 
to  identify  excesses  and 
deficiencies. 

Direct  equipment  custodians  to 
report  equipment  that  is  excess  to 
their  immediate  requirements. 


B.  Planned  Milestone  (FY  1994) : 


3/94  Verification:  Conduct  Internal 

Management  Review. 

Point  of  Contact:  Mr.  Richard  Gloss,  (703)  607-3333. 
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mo 


Titl<  and  D»»criPtioB  of  Mafrial  W«>n»ss;  Family  Service 
Centers  (OSD  #90-046) .  Navy  Military  Family  Service  Centers 
serve  as  a  focal  point  for  information,  referral  and  coordination 
of  "family  support  system"  programs  and  activities  which  work  to 
prevent  or  reduce  family  and  personal  stress,  and  promote  healthy 
community  environments.  However,  program  responsibilities  at  the 
installation  level  are  not  clear  because  of  a  lack  of  integration 
and  an  overlap  of  functions;  standard  criteria  have  not  been 
established  to  assess  future  needs  of  the  military  community;  and 
a  system  to  measure  program  effectiveness  is  not  in  place. 

Functional  Category:  Personnel  and/or  Organizational  Management 

Component  /  Appropriation  /  Accoun*^  wunbar ;  o&M,N  (17X1804) 

Pace  of  Corrective  Action: 

Year  Identified;  FY  1990 

Original  Targeted  Correction  Date;  FY  1992 

Targeted  Correction  Date  in  Last  Yearns  Report;  FY  1993, 

(1  Aug  1992) 

Current  Target  Date;  FY  1994 

Reason  For  Change  in  Date:  The  initial  standardized  needs 

assessment  survey,  requires  time  to  develop,  analyze,  and  prepare 
the  survey  instrument. 

Validation  Process;  All  corrective  actions  will  be  certified  by 
the  responsible  component (s)  through  either  a  management  control 
review  or  an  on-site  audit  verification  review.  Certification 
will  commence  upon  the  completion  of  the  final  milestones  of 
corrective  action  with  an  estimated  completion  date  of  30  March 
94. 


Results  Indicators;  Navy  will  fully  determine  the  degree  Family 
Service  Centers  are  accomplishing  Navy  requirements.  A  Navy 
system  to  measure  customer  needs  and  Family  Service  Center 
program's  effectiveness  is  being  implemented.  Improvements  to 
overall  Family  Advocacy  Program  polices  are  underway. 

Source  Identifying  Weakness:  DOD  Inspector  General  Inspection, 
"Military  Department  Family  Centers,"  of  27  June  1990. 
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Coapl*t«d  Mil*atoii«st 


Bltf: 

Completed 
30  Jan  1992 


Leted  Identify  data  elements  and  develop 

in  1992  a  management  information  report 

which  will  allow  Family  Centers  to 
reflect  actual  Center  workloads 
accurately. 

-  Data  elements  have  been  identified  and  included  in 
the  Family  Service  Center  automated  reporting  system  to 
be  reported  system  to  be  reported  on  an  as-required 
basis. 


Planned  Milestones  (FY  1994): 


Date: 

3/94 

(9/93) 


Milestone: 


Review  Family  Advocacy  Program 
))  (FAP)  policies  and  implementation 

to  improve  community  awareness, 
controls,  training,  emphasis, 
oversight,  and  assignment  of 
r espons ibilities. 

-  The  draft  revised  SECNAV  FAP  Instruction  (17 52. 3 A) 
is  still  being  reviewed  and  is  expected  to  be  issued  in 
January  1994.  DOD  promulgated  Family  Advocacy  Standards 
and  a  self-assessment  instrument  (DOD  6400. IM). 
Compliance  with  the  first  set  of  60  mandatory  standards 
is  expected  by  October  1994.  A  comprehensive  Family 
Advocacy  Desk  Guide  has  been  distributed,  and  a  Spouse 
Abuse  Manual  will  be  distributed  to  all  commands 
between  September-December  1993.  New  films  describing 
the  FAP  Program  and  how  it  can  assist  members  are 
currently  under  production. 


3/94 

(9/93) 


Conduct  quality  of  life  surveys  on 
regular  basis,  conduct  trend 
analysis,  and  furnish  them  to  the 
appropriate  command  personnel. 


-  Survey  instruments  will  be  going  out  to  the  field 
between  September-October  1993.  The  responses  are  due 
in  December  1993.  The  first  reports  summarizing  local 
and  Navy  wide  needs  assessment  data  will  be  available 
in  April  1994. 
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9/94 


Verification:  Conduct  management 
reviews  to  certify  the 
effectiveness  of  all  corrective 
actions . 


Nr.  Richard  Gloss,  (703)  607 -a 3 33. 


PHCORRBCTBD  MATERIAL  WBAKHBS8 
IDBMTIFIBD  DDRIMO  PRIOR  PERIOD 

zm 


Titl»  •!><  Description  of  ItetTlal  W>Bn»»s;  Receipt  Confirmation 
(OSD  #  89-016) .  Under  the  source  acceptance  method  of  expedited 
receipt,  payments  are  made  based  on  government  inspection  and 
acceptance  of  material  at  vendors'  plants  rather  than  upon 
receipt  at  government  facilities.  Navy  systems  did  not  have 
adequate  controls  to  ensure  that  depots  received  material  paid 
for  on  the  basis  of  source  acceptance.  Additionally,  controls 
over  initial  spares  shipped  from  contractors  to  storage  and  user 
activities  were  inadequate.  Internal  control  procedures  had  not 
been  established  to  ensure  that  activities  received  initial 
spares  and  recorded  the  receipts  in  a  timely  manner. 

Functional  Category;  Supply  Operations 

Component / Appropriation /Accouw»-  ;  0&M,N  (17X1804), 

WPN  (17X1507),  APN  (17X1506),  SCN  (17X1611),  and  OPN  (17X1810) 

Pace  of  Corrective  Action; 

Year  Identified;  FY  1989 

Original  Targeted  Correction  Date;  FY  1991 

Targeted  Correction  Date  in  Last  Year's  Report;  FY  1993, 

(31  Jan  1992) 

Current  Target  Date:  FY  1995 

Reason  for  Change  in  Date:  Verfication  milestone  added. 

Validation  Process:  ;^11  corrective  actions  will  be  certified  by 
the  responsible  component (s)  through  their  command  inspection  and 
audit  follow-up  program.  Certification  will  commence  upon 
completion  of  the  final  milestone  of  corrective  action. 

Results  Indicators:  Receipt  confirmation  and  timely  recording  of 
receipts  are  the  only  basis  for  assuring  that  the  government 
either  receives  what  it  paid  for  or  recovers  payments  for  items 
not  received. 

Source  Identifying  Weakness;  GAO  Audit  NSIAD  88-179,  Inventory 
Management,  Receipt  Confirmation  Problems”  of  July  1988;  and  DoD 
Inspector  General  Audit  No.  89-114,  ’’Control  Over  Spares  For  New 
Weapon  Systems,”  of  22  Sep  1989. 
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Itelor  Mil««ton»«  in  Corraotiv  Action; 

A.  Co^pl«t«d  Mil«stoii«s: 

Paf;  mifilifiBft: 


Completed 


Completed 


Completed 
26  Aug  1992 


Completed 
August  1993 


Establish  interim  procedures  to 
ensure  follow-up  and  recognition  of 
in-transit  source  accepted 
shipments . 

Implement  revised  Navy  systems 
containing  automated  procedures  to 
accomplish  the  necessary 
reconciliation  and  follow-up  of 
in-transit  source  accepted 
shipments . 

Establish  a  system  to  follow-up  on 
initial  spares  shipments 
thatstorage  and  user  activities 
have  not  acknowledged  as  being 
received. 

Establish  and  implement  controls  to 
require  storage  and  user  activities 
to  acknowledge  and  record  initial 
spares  receipts  within  60  days  of 
date  of  shipment. 


B.  Planned  Milestones  (FY  1994):  N/A 
c.  Planned  Milestones  (Beyond  FY  1994) : 


Date: 


Milestone: 


3/95  Verification:  Perform  management 

reviews  to  certify  the 
effectiveness  of  all  corrective 
actions . 


Point  of  Contact:  Mr.  Richard  Gloss,  (703)  607-3333. 
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TOCmgCTlP  WmiKL  ygMOTgg 
IDBNTiriBD  DURING  PRIOR  PERIOD 
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Title  mud  Description  of  ItetTial  Wmmitnmmu:  Excess  Property 
(OSD  #89-020) .  The  Navy  and  Marine  Corps  did  not  effectively 
manage  property  in  the  areas  of  requirements  determination  and  on 
hand  inventories.  Problems  included: 

-  lack  of  oversight  capability 

-  retention  despite  insufficient  demand 

-  failure  to  review  demand  data  to  determine  whether 
material  should  be  retained 

-  inaccurate  property  records  and  property  accountability 

-  untimely  preservation  of  war  reserve  material 

-  misclassif ication  and  erroneous  computation  of  supply 
requirements 

-  requisitions  exceeding  authorized  quantities 

-  failure  to  comply  with  MILSTRIP  regulations  for  validation 
and  cancellation  of  unneeded,  on-order  material. 

The  problems  occurred  in  the  following  categories:  property 
furnished  to  repair  contractors  as  spares;  aviation  spares 
material;  ground  support  equipment;  prepositioned  war  reserve 
material;  planned  program  requirements  for  aviation  material; 
AV-8B  and  CT-39  aircraft  spares;  Maritime  Prepositioned  Ship 
program;  Harpoon  missiles;  and  training  devices. 

Functional  Category:  Property  Management 

Component  /  Appropriation/ Account  ituiiibar ;  nsf  (17X4911), 

0&M,N  (17X1804),  OPN  (17X1810),  SCN  (17X1611),  WPN  (17X1507), 

APN  (17X1506),  0&M,MC  (17X1106),  and  PMC  (17X1109). 

Pace  of  Corrective  Action: 

Year  Identified:  FY  1989 

Original  Targeted  Correction  Date:  FY  1991 

Targeted  Correction  Date  in  Last  Yearns  Report:  FY  1993 


Continue  on  next  page 


83 


cwsxmnt  T«ra»t  Daf ;  fy  1994 

R»>aoii  for  Ch«nq»  in  Dat»;  Verification  milestone  added. 


Validation  Process:  All  corrective  actions  will  be  certified  by 
the  responsible  component (s)  through  the  command  inspection  and 
audit  follow-up  program.  Certification  will  commence  upon 
completion  of  the  final  milestone  of  corrective  action. 

Results  Indicators;  Excessive  and  wasteful  budgetary  requests 
can  be  made.  Funds  and  property,  in  excess  of  needs,  have  been 
wasted  and  misused. 

Source (s)  Identifying  Weakness:  Audits  and  NCR's: 

1.  Naval  Audit  Service  Report  No.  054-N-89,  "Government 
Material  Furnished  to  Navy  Aviation  Contractor"  of  29  June  1989. 

2.  Naval  Audit  Service  Report  No.  045-S-89,  "Intermediate 
Maintenance  of  Marine  Corps  Aircraft"  of  21  April  1989. 

3.  Naval  Audit  Service  Report  No.  028-C-89,  "Management  of 
the  Support  Equipment  Program"  of  6  April  1989. 

4.  Naval  Audit  Service  Report  No.  073-W-89,  "Management  of 
Automotive,  Construction,  and  Other  Specialized  Equipment 
Designated  as  Prepositioned  War  Reserve  Material  Stock"  of  7  July 
1989. 


5.  Naval  Audit  Service  Report  No.  033-N-89,  "Selected 
Planned  Program  Requirements  For  Aviation  Material"  of  24 
February  1989. 

6.  Naval  Audit  Service  Report  No.  048-N-89,  "Selected 
Planned  Program  Requirements  For  Nonaviation  Material"  of  1  May 
1989. 


7.  Naval  Audit  Service  Report  No.  030-C-89,  "Logistics 
Planning  For  the  Maritime  Prepositioning  Ships  Program"  of  28 
February  1989. 

8.  GAO  Report  No.  89-103,  "Navy  Supply,  Questionable 
Decisions  Increased  Initial  Spare  Costs  For  AV-8B  Aircraft"  of 
March  1989. 

9.  DOD  Inspector  General  Audit  No.  89-046  "Validation  of 
Requirements  For  Unfilled  Material  Orders"  of  18  January  1989. 
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10.  DOD  Inspector  General  Audit  No.  89-049,  "Acquisition 
and  Management  of  Equipment  at  DOD  Major  Range  and  Test 
Facilities"  of  30  January  1989. 

11.  DOD  Inspector  General  Audit  No.  89-088,  "Training  and 
Training  Support  For  the  Harpoon  Weapon  System"  of  30  June  1989. 

12.  Naval  Audit  Service  Report  No.  137-S-88,  "Management  of 
the  CT-39  Operational  Support  Aircraft"  of  7  September  1988. 


13.  Naval  Audit  Service  Report  No.  021-S-89,  "Requirements 
Determination,  Utilization,  and  Effectiveness  For  Training 
Devices"  of  18  January  1989. 

14.  Naval  Audit  Service  Report  "Naval  Air  Maintenance 
Training  Program"  078-S-89  of  28  July  1989. 

Major  Milestones  in  Corrective  Action; 

A.  Completed  Milestones: 


PAte; 

Completed 


Completed 


Completed 


Completed 


Milestone; 

Review  stock  on  hand  for  the  MPS 
program  and  eliminate  excesses  by 
redistributing  equipment  and 
supplies. 

Develop  guidance  for  writing  local 
procedures  and  publish  guidance  in 
NAVSUP  P-437  for  proper  processing 
of  Material  Obligation  Validations 
(MOV) .  Include  distribution  of  MOV 
requests  to  appropriate  levels,  and 
improved  internal  control  oversight 
of  the  program. 

Establish  central  points  of 
authority  to  implement  the  policies 
for  management  of  aviation 
Government  Furnished  Material. 

Review  fixed  allowance  Marine 
Aircraft  Group  allowance  reparables 
to  determine  if  demand  warrants 
retention;  and  when  appropriate, 
decrease  inventory  levels. 
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Completed 


Completed 

Completed 

Completed 

Completed 

Completed 

Completed 

Completed 

Completed 


MilfftWt: 

Establish  the  Marine  Aviation 
Logistics  Squadron  (HALS)  as 
responsible  for  Industrial  Material 
Readiness  Level  (IMRL)  management. 
Implement  a  Local  Asset  Management 
System  (LAMS)  to  reduce  the  work 
load  on  the  personnel  assigned  to 
MALS. 

Establish  a  central  activity  to 
coordinate  management  of  support 
equipment. 

Emphasize  compliance  with  all 
aspects  of  support  equipment 
inventory  management,  reporting  and 
requisitioning. 

Establish  controls  to  reduce 
unauthorized  requisitions. 

Require  activities  to  use  the  Local 
Asset  Management  Systems  (LAMS)  for 
IMRL  accountability. 

Establish  or  validate  retention 
limits  at  least  annually  for  PWRM 
stock  and  make  available  to  other 
Government  agencies  or  dispose  of 
PMRM  stock  in  long  supply. 

Develop  guidance  and  execute 
comprehensive  plan  and  prepare 
written  procedures  for  performing 
quality  assurance  reviews  of  funded 
PPRs. 

Conduct  a  complete  and  thorough 
inventory  of  all  NPS  warehouses  and 
report  all  inventory  losses. 

Establish  controls  at  each 
warehouse  to  include  limiting 
access  to  warehouses,  maintaining 
appropriate  physical  security  over 
inventory . 
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D«t«; 

Completed 

Completed 

Completed 


Completed 


Completed 

Completed 


Completed 


Continue  on  next 


MilftWnt: 

Consolidate  locations  of  similar 
items  at  the  warehouses  and  correct 
location  codes. 

Direct  retail  activities  to  make 
follow-up  status  requests  resulting 
from  records  reconciliation  in 
accordance  with  MILSTRIP 
procedures . 

Reduce  procurement  of  8  Training 
Vehicles;  cancel  requirement  to 
procure  21  additional  Encapsulated 
Harpoon  Certification  and  Training 
Vehicles  in  program  years  1990 
through  1994. 

Establish  internal  control 
procedures  to  ensure  that  all 
allocation  requests  for  noncombat 
Harpoon  missile  firings  are 
reviewed  and  approved  by  the 
Harpoon  program  sponsor. 

Revise  contract  to  reflect  stockage 
levels  needed  to  support  CT-39 
aircraft  based  on  demand  history. 

Establish  controls  necessary  to 
ensure  that  authorized  CT-39 
stockage  levels  are  not  exceeded 
without  review;  and  when  justified, 
authorize  increases  by  contract 
modifications. 

Establish  training  device  standards 
and  utilization  goals  for  aviation, 
surface  and  subsurface  training 
devices,  require  training 
activities  to  provide  an 
explanation  for  failure  to  reach 
such  standards  and  goals,  and  use 
this  information  to  ensure  devices 
are  effectively  and  efficiently 
used. 
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D>t«; 

Completed 

Completed 


Completed 


Completed 
15  May  1991 


Completed 
8  Jan  1992 


Completed 
27  Sep  1991 


Completed 
5  Jan  93 


Completed 
5  Jan  93 


Continue  on  next 


Mileetoae: 

Issue  guidance  and  procedures  for 
conducting  Training  Effectiveness 
Evaluations  on  training  systems. 

Study  the  possibility  of 
consolidating  major  training  device 
utilization  and  application  data 
collection  systems  so  the  duplicate 
systems  can  be  eliminated. 

Conduct  a  Navy-wide  inventory  of 
ground  support  equipment  to 
establish  an  accurate  baseline. 

Develop  the  Contractor  Aviation 
Material  Management  System  (CAMMS) 
to  process  designated  GFM 
transactions . 

Determine  which  stored  items  are 
needed  by  Maritime  Prepositioning 
Ship  and  can  be  economically 
shipped.  Declare  all  other  items 
excess  to  needs  and  follow 
appropriate  disposal  procedures. 

Revise  appropriate  DON  guidance 
to  provide  for  appropriate 
visibility,  accountability,  control 
of  GFM  and  establish  procedures  to 
prevent  excess  GFM  from 
accumulating  at  contractor 
facilities. 

Establish  procedures  to  provide  for 
appropriate  visibility, 
accountability,  control  of  GFM  in 
the  possession  of  contractors. 

Establish  specific  guidance  to 
prevent  excess  GFM  from 
accumulating  at  contractor 
facilities,  including  formulas  for 
determining  when  items  are  excess, 
and  establish  requirements  to 
regularly  review  contractor  GFM  to 
determine  when  GFM  has  become 
excess  to  contractor  needs. 
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B.  Plaimad  Mil«stoii«  (FT  I9f4) : 


D»t«t 

9/94 

9t  cpatigt: 


Verification:  Conduct  management 
reviews  to  certify  the 
effectiveness  of  all  corrective 
actions. 

Richard  Gloss  (703)  607>3333. 
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gwcfflEiCTro  mniMt  wiMMggg 

IDBMTiriBD  DURIItO  FRIOE  PERIOD 


Titl»  •nd  D»scriPtioB  of  MafrUl  W— In-Process  Reviews 
and  Operational  Test  and  Evaluation  of  Non-Major  Systems  (OSD 
#88-1) .  The  effectiveness  of  in-process  reviews  of  non-major 
systems  has  been  hampered  by  documentation  requirements  not 
always  being  met;  instances  of  programs  being  managed  under  an 
incorrect  Acquisition  Category  (ACAT)  designation  and 
inaccuracies  in  ACAT  data  base.  A  non-major  system  project,  a 
downsized  Demand  Assigned  Multiple  Access  (Mini-DAMA)  satellite, 
with  an  urgent  fleet  need  has  had  development  delays  due  to 
programmatic  changes  and  funding  deferrals  that  resulted  from 
non-adherence  to  research,  development  and  acquisition  procedures 
for  establishing  program  definition,  need,  and  resource 
commitments . 

The  scope  of  this  material  was  weakness  expanded  during  FY  1991 
to  describe  additional  problems.  Additional  milestones  were 
added . 

Operational  test  and  evaluation  results  were  not  given  adequate 
consideration  in  production  decisions.  Consequently,  portions  of 
total  systems  requirements  are  being  fielded  under  Low  Rate 
Initial  Production  (LRIP)  approvals  prior  to  successful 
completion  of  operational  test  and  evaluation.  Heavy  use  of  FRIP 
contributes  to  the  acquisition  and  fielding  of  large  portions  of 
total  system  requirements  before  full  rate  production  approvals 
and  before  system  deficiencies  were  corrected.  Proper 
documentation  for  operational  test  and  evaluation  test  results 
were  not  being  adequately  reported,  stored  and  cross  referenced, 
and  safeguards  were  inadequate  to  prevent  conflict  of  interest  in 
contract  award  for  operational  testing  for  non-major  systems. 
These  conditions  were  caused  by  noncompliance  with  regulations, 
insufficient  and  conflicting  regulating  guidance,  and  inadequate 
oversight  of  the  test  and  evaluation  process. 

Functional  Category:  Procurement 

Note;  This  prior  year  weakness  has  been  incorporated  into  the 
new  "Systems  Acquisition"  weakness  for  FY  1993. 

Point  of  Contact;  Mr.  Richard  Gloss,  (703)  607-3333. 
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q»gOBMCTlP  M&TBIAli  W»mgg 

IDENTIFIED  DUKIMO  PRIOR  FBRIOD 
FYSa 


Titla  «nd  D<scription  of  Katarial  Wtaiaas;  Military 
Manpower /Hardware  Integration  (HARDMAN)  Program  (OSO  #88-3) .  The 
Department  of  the  Navy  (DON)  has  not.  In  all  cases,  effectively 
Integrated  manpower,  personnel,  and  training  resource 
requirements  and  constraints  Into  design  decisions  for  new  weapon 
systems . 

Functional  Category:  Procurement 

Component /Appropriation/Accft«!^<F  -  0&M,N  (17X1804)  and  MPN 

(17X1453) 

Pace  of  Corrective  Action 

Year  Identified;  FY  1988 

Original  Targeted  Correction  Date;  FY  1991 

Targeted  Correction  Date  in  Last  Yearns  Report;  FY  1993 

Current  Target  Date;  FY  1994 

Reason  For  Change  in  Date:  Verification  mil  ^stone  added. 

Validation  Process:  Planned  certification  methodology  is  either 
a  management  control  review  or  an  on-site  audit  verification 
review.  Certification  will  commence  upon  completion  of  the  final 
milestone  of  corrective  action. 

Results  Indicator;  Because  of  HARDMAN'S  limited  use  and 
incomplete  development,  DON  cannot  be  sure  it  has  designed  new 
weapon  systems  that  use  people  efficiently  and  that  can  be 
staffed  with  sufficient  numbers  of  people  with  appropriate 
skills.  Early  manpower  planning  problems  that  existed  prior  to 
the  introduction  of  the  HARDMAN  program  still  remain  unsolved. 

Source  Identifying  Weakness;  Naval  Audit  Service  Report  No.  141- 
C-88. 

Major  Milestones  in  Corrective  Action; 

A.  Planned  Milestones  (FY  1993): 
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Completed  Revise  current  instructions  and 

establish  administrative  controls 
to  ensure  HARDHAN  use. 

Completed  Establish  a  methodology  for 

projecting  availability  of  billets, 
personnel,  and  training 
requirements . 

—  Implementing  the  Total  Force  Manpower 
Management  System  (TFMMS) .  TFMMS  consolidates 
manpower  data  bases  and  projects  all  long-range 
manpower  requirements.  TFMMS  was  operational  as 
of  1  Sep  1992. 

—  Final  manpower  and  personnel  procedures  were 
documented  in  February  and  March  of  1993.  Actions 
considered  completed. 

—  Action  on  training  procedures  is  considered 
complete. 

—  Document  procedures  for  conducting  manpower, 
personnel  and  training  supportability  assessment 
of  individual  weapon  systems.  Initial  manpower 
and  personnel  procedures  have  been  developed  and 
documented.  Initial  training  procedures  are  to  be 
completed  after  issuance  of  the  new  SECNAVINST 
5000.2  instruction. 

B.  Planned  Milestones  (FY  1994): 

Date:  Milestone: 

3/94  Verification:  Conduct  a  management 

control  or  an  on-site  review. 

Point  of  Contact:  Mr.  Richard  Gloss,  (703)  607-3333. 
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intf»nBawyiiKn  **^TlTPThlLJBKMMKfifl 
IDBMTiyiBP  DORIKO  PRIOR  PBRIOD 
OSZ 


Titlm  •nd  _Dft«oriPtioB  of  lUtTial  Wmmiokmmmz  New  Research 
Acquisition  Program  Initiations  (OSD  #87-2) .  Some  new 
acquisition  program  research  and  development  initiations  faced 
cancellation  or  deferral  because  objectives  and  requirements  were 
occasionally  poorly  defined,  threat  definitions  were  not  always 
specific  and  supported  by  validated  intelligence  studies,  and 
program  oversight  was  lacking.  Program  initiation  guidelines 
require  revision  to  improve  the  development  of  documentation 
needed  to  support  budget  requests  for  RDT&E  funding. 

Functional  Category;  Research,  Development,  Test  and  Evaluation 
(RDT&E) 

Mote;  This  prior  year  weakness  has  been  incorporated  into  the 
new  ''Systems  Acquisition"  weakness  for  FY  1993. 

Point  of  Contact;  Mr.  Richard  Gloss,  (703)  607-3333. 
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qitCORRBCTBD  MXTBRIM.  WBAKWSSS 
IPBIiTIFIBP  DDRIMQ  PRIOR  PERIOD 

mg 


Tltl»  mag  D<scrlPtion  of  MatTial  Wmknmam:  Inaccurate  Inventory 
Management  of  Torpedo  Propulsion  Batteries  and  Sonobuoys  (OSD 
#86-16) .  Unserviceable  propulsion  batteries  with  recoverable 
silver  valued  at  $6  million  were  being  held  needlessly  in  storage 
because  of  improper  recording  procedures.  Coding  errors  also  led 
to  the  disposal  of  batteries  prior  to  reclaiming  silver.  In 
addition,  inadequate  controls  over  sonobuoy  inventories  resulted 
in  considerable  amounts  of  unrecorded  assets,  failure  to 
investigate  losses  by  accounting,  and  improper  stock  rotation 
procedures  and  failure  to  claim  silver.  Navy's  ability  to 
properly  determine  sonobuoy  requirements  was  impaired  which  could 
lead  to  unnecessary  procurements  or  shortages. 

Functional  Category;  Supply  Operations 

Pace  of  Corrective  Action; 

Year  identified;  FY  1986 

Original  Targeted  Correction  Date;  FY  1992 

Targeted  Correction  Date  in  Last  Year's  Report;  FY  1993 

Current  Target  Date;  FY  1994 

Reason  For  Change  in  Date:  Physical  inventory  of  the 
sonobuoys  has  not  been  completed. 

Component /ADPropriation/Accoun^-  nuiiibar ;  OPN  (17X1810) 

Validation  Process;  All  corrective  actions  are  certified  by  the 
responsible  component (s)  upon  completion  and  reviewed  through 
inspections  and  monitoring  of  the  Conventional  Ammunition 
Integrated  Management  System.  Certification  will  commence  upon 
completion  of  final  milestone  of  corrective  action. 

Results  Indicators;  N/A 

Source  Identifying  Weakness;  Navy  Audit  Service  Draft  Report 
T20055 

Major  Milestones  in  Corrective  Action; 
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Ik.  CMqpl«t«d  MilastOMSt 


Completed 


Completed 


Completed 


Completed 


Review  and  evaluate  battery 
inventory  to  properly  identify  and 
code  excess  and  unserviceable 
batteries. 

Screen  excess  batteries  for  Foreign 
Military  Sales  requirements  and 
direct  shipment  of  excess  assets  to 
Defense  Property  Disposal  Office, 
as  appropriate. 

Establish  a  uniform  reporting 
system  to  inventory  sonobuoys. 

Implement  a  Fleet  Optical  Scanning 
Ammunition  Marking  System  (FOSAMS) 
and  train  appropriate  personnel. 


B.  Planned  Milestones  (FY  1994) : 


3/94  Complete  a  physical  inventory  of 

On  Target  all  sonobuoys  and  provide  full 

visibility  of  assets  in  the 
Conventional  Ammunition  Integrated 
Management  System  (CAIMS) . 

~  Physical  inventories  of  sonobuoys  continue 
to  be  accomplished  concurrently  with  the 
implementation  of  FOSAMS.  To  dato,  137  sites 
have  been  implemented  and  3  more  are 
scheduled  for  completion  by  the  end  of  3/94. 

9/94  Verification:  Conduct  management 

reviews  and  monitor  the 
Conventional  Ammuncation  Integrated 
Management  System  to  certify  the 
effectiveness  of  all  corrective 
act ” ons . 


Point  of  contact;  Mr.  Richard  Gloss,  (703)  607-3333. 
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CQBRBCTgP  MAT1RIM>  IgMag^g 

IDBMTiyiBD  DDRIMO  PRIOR  PERIOD 

zm 


Titl»  and  D<scriPtioB  of  MatTial  Wm^mun:  Development, 
Acquisition,  and  Distribution  of  Test,  Measurement,  and 
Diagnostic  Equipment  (OSD  #92-049) .  The  Consolidated  Automated 
Support  System  Program  (CASS)  was  initiated  by  the  Navy  to  reduce 
the  proliferation  of  unique  automatic  test  equipment  being 
procured  for  each  of  the  Navy's  weapon  systems.  Since  the  start 
of  CASS  in  1985  the  program  has  not  been  fully  effective  because 
there  was  a  lack  of  adequate  coordination  among  Naval  activities 
to  determine  the  needs  for  CASS  ec[uipment.  Moreover,  potential 
saving  opportunities  were  missed  because  workload  and  economic 
analyses  were  not  performed  by  several  Navy  activities  to 
determine  if  it  was  feasible  and  economical  to  make  the 
transition  from  existing  test  equipment  for  their  weapon  systems 
to  CASS  equipment.  Finally,  there  was  a  lack  of  an  effective 
internal  control  management  system  for  monitoring  the  Navy-wide 
development,  acquisition,  and  distribution  of  test,  measurement, 
and  diagnostic  equipment. 

Functional  Category:  Major  Systems  Acquisition 
Pace  of  Corrective  Action; 

Year  Identified;  FY  1992 

Original  Targeted  Correction  Date:  FY  1993 

Target  Correction  Date  in  Last  Year's  Reports;  FY  1993 

Current  Target  Date;  FY  1993 

Reason  for  Change  in  Date;  N/A 

Component /Appropriation /Account  tmmteara ;  rdt&E,N  (17X1319) 

Validation  Process;  Corrective  actions  are  certified  by  the 
responsible  DON  component  upon  completion  and  reviewed  through 
subsequent  audits,  inspections,  and/or  quality  assurance  reviews. 
Certification  will  commence  upon  completion  of  the  final 
milestone  of  corrective  action. 

Results  Indicators:  Lack  of  coordination  and  Navy-wide  oversight 
will  result  in  a  less  than  effective  effort  by  Navy  activities 
using  CASS  and  potential  savings  will  be  missed. 
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TAB  C-3 


1 


Sowrc#  Id»litigvinq  wmmltnmmmi  DODIG  Audit  Report  No.  92-022, 
"Development  and  Acquisition  of  DOD  Maintenance  and  Diagnostic 
Systems-Navy" ,  of  17  December  1991. 

Major  Milestones  in  Corrective  Action; 


A.  Completed  Milestones: 
Pate: 

Completed 


Completed 


Completed 


Completed 


Completed 


Completed 

9/93 


Milestone; 

Assign  clear  and  undivided 
management  responsibility  for 
overseeing  the  development, 
acquisition,  and  distribution  of 
all  test,  measurement,  and 
diagnostic  equipment. 

Require  justification  of  automatic 
test  equipment  acquisition  to 
include  workload  and  economic 
analys  •  a. 

Estabi  sh  a  transition  strategy 
from  existing  automatic  test 
equipment  to  Consolidated  Automated 
Support  System  equipment. 

Create  a  consolidation  database  of 
test,  measurement  and  diagnostic 
equipment  for  effective  management 
of  the  inventory. 

Ensure  maximum  reuse  of  the 
Consolidated  Automated  Support 
Systems  after  developing  test 
program  sets  for  maintenance 
support  to  weapon  systems. 

Verification;  Corrective  actions 
will  be  verified  through  subsequent 
audits,  inspections,  and/or  quality 
assurance  reviews. 


Point  of  Contact;  Mr.  Richard  Gloss,  (703)  607-3333. 
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CTUMCTgP  miMM.  WlMaiggg 

IDBMTIFIBD  DURIIM  PRIOR  PERIOD 

zm 


Titl»  and  P<»criPtion  of  Itof ft*l  WmmYnmmmt  Overseas  Ship 
Repairs  (OSD  #  92-056) .  Public  Law  100-456  amended  Section  7309 
of  Title  10  U.S.  Code  to  prohibit  overhauls,  repairs,  or 
maintenance  on  ships  not  homeported  overseas,  except  for  voyage 
repairs.  Voyage  repairs  consist  of  emergency  work  that  is 
necessary  to  enable  a  ship  to  continue  its  mission  and  that  can 
be  accomplished  without  a  change  to  the  ship's  deployment 
schedule.  The  Department  of  the  Navy  (DON)  does  not  have  an 
adequate  internal  control  process  which  ensures  or  verifies  that 
ship  repairs  performed  on  U.S.  homeported  ships  at  overseas 
locations  are  necessary  for  those  ships  to  complete  their 
mission. 

Functional  Category:  Manufacturing,  Maintenance,  and  Repair. 

Pace  of  Corrective  Action; 

Year  Identified:  FY  1992 

Original  Targeted  Correction  Date:  FY  1993 

Targeted  Correction  Date  in  Last  Year's  Report:  FY  1993 

Current  Target  Date;  FY  1993 

Reason  For  Change  in  Pate;  N/A 

Component /ADPropriation/Accour»  ;  0&M,N  (17X1804) 

Validation  Process;  Internal  management  reviews  report  to 
Congress . 

Results  Indicators:  Validation  that  overseas  repairs  are 
performed  in  accordance  with  the  restrictions  mandated  by  Section 
7309  (c)  of  Title  10  use,  which  limits  repairs  of  U.S.  homeported 
ships  to  only  "voyage  repairs."  There  is  minimal  risk  that  any 
overseas  repairs  may  not  be  in  accordance  with  the  statutory 
requirements  of  Section  73009  (c)  of  Title  10  USC. 

Source  Identifying  Weakness:  Internal  review  and  General 
Accounting  Office  draft  report:  "Navy  Maintenance:  Overseas 
Ship  Repairs  and  Associated  Costs,"  dated  September  11,  1992  (GAO 
Code  394463),  OSD  Case  9199. 


Continue  on  next  page 
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Major  liil>«ton««  in  Corr*otiv  Action 
A.  Coaplotod  MilostoBoa : 


Completed 

3/93 


Completed 

3/93 


Completed 

3/93 


Point  of  Contact; 


MilfitPBt: 

Develop  a  process  which 
validates  that  all  overseas  ship 
repairs,  for  ships  homeported  in 
the  U.S.,  are  in  compliance  with 
the  provisions  of  Section  7309(c) 
of  Title  10  use. 

Revise  SECNAVINST  4790.4  to 
implement  DOD  Instruction  4151.18, 
"Maintenance  of  Military  Material," 
and  incorporate  provisions  of 
Section  7309(c)  of  Title  10  USC. 

Verification:  Report  sent  to 
Congress  on  the  Navy's  overseas 
ship  repair  and  maintenance 
workload  and  certification  process 
as  required  by  Section  1015  of  the 
DOD  Authorization  Act  for  FY  1993. 
Review  of  quarterly  shipyard 
reports  by  ASN  (RD&A)  staff. 


Mr.  Richard  Gloss,  (703)  607-3333. 
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OTMICTIP  l»TnXMi  WlMBOttl 

IDBMTiriBP  prai»0  TM  PIRIOD 

mi 


Titl«  md  D#»criPtion  of  ltefrl»i  Lack  of  Adequate 

Training  for  Physical  Secxurity  Officers  and  Contracting  and 
Acquisition  Personnel  (OSD  #92-065} .  The  Department  of  the  Navy 
has  experienced  deficiencies  in  the  area  of  training  Physical 
Security  officers.  The  lack  of  an  adequate  formalized  training 
program  for  all  Naval  Physical  Security  officers  leaves  this 
entire  discipline  susceptible  to  weaknesses  regarding 
inconsistencies  and  non-standardization  within  the  Navy 
community.  The  lack  of  establishing  a  formal  Navy  officer  billet 
for  personnel  whose  primary  duty  is  that  of  security  officer 
creates  difficulty  in  centralized  management  and  oversight  of 
this  area.  Further,  this  problem  has  also  existed  within  the 
United  States  Naval  Reserve  for  Law  Enforcement /Physical  Security 
(LEPS)  Reserve  Officers.  For  example,  there  have  been  cases 
where  individuals  have  transferred  into  physical  security 
positions  without  proper  training  prior  to  filling  the  positions. 

In  addition,  the  Defense  Acquisition  Workforce  Improvement  Act 
requires  significant  improvements  in  training  and  experience  for 
contracting  and  acquisition  personnel.  A  recent  audit  of  the 
Navy's  progress  in  implementing  this  program  determined  that  only 
half  of  the  contracting  personnel  had  completed  mandatory 
training  for  their  career  level,  effective  procedures  were  not  in 
place  to  accurately  determine  training  requirements,  individual 
development  plans  were  not  established,  completed  training  was 
not  fully  documented,  and  Acquisition  Enhancement  (ACE)  funds 
were  not  being  effectively  administrated. 

Functional  Category:  Personnel  and/or  Organization  Management 
Pace  of  Corrective  Action 

Year  Identified:  FY  1992 

Original  Targeted  Correction  Date;  FY  1993 
Targeted  Correction  Date  in  Last  Year's  Report;  FY  1993 
Current  Target  Date;  FY  1993 
Reason  For  Change  in  Date;  N/A 
Component /Appropriation/Account  wuMbar ;  0&M,N  (17X1804) 


Continue  on  next  page 
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Vlidatioii  Proc«»«:  Program  managers  to  conduct  follow-up 
management  review  and  an  analysis  of  the  data  management  system 
to  ensure  adequacy  of  corrective  actions. 

Results  Indicators:  Absence  of  a  formal  training  program  for  DON 
Physical  Security  personnel  could  result  in  ineffective  execution 
of  security  measures,  loss  of  resources,  and  a  threat  to 
classified  programs.  Absence  of  fully  trained  contracting 
personnel  increases  the  risk  of  fraud,  waste,  and  abuse  in  the 
acquisition  process. 

Sources  Idemtifyina  NAVINS6EM  Command  Inspection;  and 

DODIG  Audit  Report  No.  92-041  "Training  of  Contracting  and 
Acquisition  Personnel"  of  6  Feb  1992. 

Major  Milestones  ia  Corrective  Action: 

A.  crapleted  Milestones: 


Pste: 

Completed 


Completed 


Completed 


Completed 


Completed 


Completed 

3/93 


Milestone; 

Navy  effects  the  designation  of  a 
1991  Physical  Security  Officer  via 
Chief  of  Naval  Personnel. 

Develop  a  formalized  training 
course  for  Naval  Physical  Security 
Officers. 

Develop  and  provide  billet 
descr ipt ions ,  training 
requirements,  and  training  plans 
for  reservists  assigned  to  LEPS 
duties. 

Establish  a  ACE  Program  Office  to 
centrally  control  ACE  funds. 

Provide  guidance  to  all  Navy 
activities  on  procedures  for 
central  control  of  ACE  funds. 

Ensure  that  newly  appointed 
Physical  Security  Specialists 
receive  required  training  prior  to 
assuming  the  position  of  Physical 
Security  Officers. 


Continue  on  next  page 
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Bijbit 

Completed 

3/93 


Completed 

3/93 


Mlleetone; 

Ensure  that  at  least  85%  of  the 
personnel  in  contracting  positions 
complete  the  mandatory  training 
required  for  their  career  field. 

Establish  procedures  to  accurately 
determine  training  requirements, 
maintain  individual  development 
plans  on  the  contracting  community, 
and  document  completed  training. 


-  A  schedule  has  been  developed  and  initiated  to  train 
acquisition  personnel  on  a  continuous  basis  until  85% 
goal  is  achieved. 

Completed  Verification:  Conducted  on-site 

3/93  reviews  of  training. 


Point  of  Contact I  Mr.  Richard  Gloss,  (703)  607-3333. 
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MATERIAL  WlATOBB 
IDBMTIFIBD  DraiMQ  TH»  PBRIOD 


Titl»  and  D#»criPtion  of  iut#gi«i  Under  Reporting  of 

Contracted  Advisory  and  Assistance  Services  Contracts  (OSD  #92> 
070) .  Improved  management  controls  over  Contracted  Advisory  and 
Assistance  Services  (CAAS)  are  needed.  DOD  reported  expenditures 
of  $2  billion  for  CAAS  and  $1.8  billion  for  contractor  support 
services  in  FY  1987,  but  did  not  report  an  estimated  $4  to  $9 
billion.  As  a  result,  CAAS  data  reported  for  FY87  were  not 
reliable  for  oversight  and  policy-making  purposes.  CAAS  efforts 
were  not  identified  and  reported  because  guidance  contained 
terminology  that  was  unclear  and  undefined,  and  because  the 
implementing  regulations  were  not  updated  in  a  timely  fashion  or 
disseminated  to  field  activities.  These  circumstances  led  to 
dissimilar  reporting  systems  which  were  not  uniformly  reconciled. 
Additionally,  CAAS  efforts  were  not  reported  accurately  because 
personnel  did  not  have  a  working  knowledge  of  the  CAAS  definition 
and  had  not  received  adequate  training  to  improve  their 
understanding  of  the  definition  of  CAAS. 

This  weakness  mirrors  the  deficiencies  identified  in  the  Defense 
Management  Review  Decision  905  for  Contractor  Advisory  and 
Assistance  Services  and  the  ongoing  plan  for  strengthening  the 
management  and  reporting  controls  over  CAAS  within  the  Department 
of  Defense. 

Functional  Category;  Support  Services 
Pace  of  Corrective  Action: 

Year  identified;  FY  1992 

original  Targeted  Correction  Date;  FY  1993 

Targeted  Correction  in  Last  Year  Report;  FY  1993 

Current  Target  Date:  FY  1993 

Reason  For  Change  in  Date:  N/A 

component /ADDropriation/Accoup»  uwhay »  DON,  Various 

Validation  Process;  Internal  controls  on  the  identification  and 
reporting  of  CAAS  is  an  item  of  review  in  Navy  procurement 
management  reviews. 


Continue  on  next  page 
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R»«ulta  ladiotors;  The  inaccurate  CAAS  data  reported  was  not 
reliable  for  oversight  and  policy  naking  purposes. 


Sources  Ideatifyina  weeknees;  dooig  Audit  Report  No.  91-041 
'*Contracted  Advisory  and  Assistance  Services  Contracts"  of  l 
February  1991  and  DODIG  Audit  Report  92-112  "The  Ultra  High 
Frequency  Follow-on  Satellite  System"  of  30  June  1992. 

Malor  Milestones  in  Corrective  Action: 


A.  Completed  Milestones: 

Milestone; 

Initiate  CAAS  Definition  Revision, 
CAAS  Planning  and  Budgeting,  CAAS 
Reporting  and  Tracking,  CAAS 
Evaluation  Requirements,  and  CAAS 
Education  and  Training 

Review  CAAS  Acquisition  Regulations 
and  Guidelines 

Provide  consistent  policies  and 
procedures  for  the  preparation  of 
PB-27  CAAS  exhibit. 

Submit  PB-27  CAAS  exhibit  to 
Comptroller  under  new  CAAS 
definitions. 

Issue  revised  guidance  on  CAAS. 

-  Revised  guidance  on  CAAS  has  been  issued  in 
SECNAVINST  4200. 31C,  "Acquiring  and  Managing 
Consulting  Services"  dated  22  June  93.  Field 
level  implementing  instructions  and  training  plans 
will  not  be  requested  from  each  claimant. 

Instead,  the  identification  and  reporting  of 
consulting  services  will  be  an  item  of  review  in 
Navy  procurement  management  reviews. 

Verification:  Conducted  Navy 
procurement  management  reviews. 

Point  of  Contact;  Mr.  Richard  Gloss,  (703)  607-3333. 


Completed 

9/93 


PAte; 

Completed 

Completed 

Completed 

Completed 

Completed 
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IDBITIFIED  DDB1»Q  PRIOR  FBHOD 

mi 


Titl#  and  D#«oriDtion  of  wmmitnmmm-  Contracting  via 

Interagency  Agreements  (OSD  #89-007).  Current  regulations 
require  a  contracting  officer  determination  that  interagency 
transfer  is  the  appropriate  method  of  contracting.  Many  Navy 
program  officials  are  unaware  of  this  and  other  requirements 
governing  interagency  agreements.  As  a  result,  adequate 
competition  has  not  been  obtained,  obligations  have  not  been 
accurately  recorded  in  the  DD350  system,  and  numerous  other 
irregularities  have  occurred. 

Functional  Category;  Procurement 

Pace  of  Corrective  Action; 

Year  Identified;  FY  1993,  (FY  1989,  Prior  Year  Weakness) 
Original  Targeted  Correction  Date;  FY  1991 

Targeted  Correcticn  Jate  in  Last  Yearns  Report; 

FY  1993,  (3/93) 

Current  Target  Date;  FY  1993 

Reason  for  Change  in  Date;  N/A 

component /Appropriation/Account  »  o&N,N  (17X1804), 

OPN  (17X1810),  WPN  (17X1507),  SCN  (17X1611),  and  APN  (17X1506) 

Validation  Process:  Including  as  special  interest  item  for  at 
least  one  Procurement  Management  Review  cycle.  Certification 
will  commence  upon  completion  of  final  milestone  of  corrective 
action. 

Results  Indicators;  Contracting  via  interagency  agreements 
without  obtaining  required  approvals  can  result  in  by-passing 
documentation  and  competition  requirements,  and  inaccurate 
recording  of  obligations,  evasion  of  end-of-year  funding 
restrictions,  and  payment  of  unnecessary  fees  to  other  Government 
agencies. 

Source (a)  Identifying  Waaknass! 

1.  DODIG  Report  No.  93-042  "Allegations  of  Improprieties 
Involving  DOD  Acquisition  of  Services  Through  the  Department  of 
Energy"  of  21  January  1993. 


Continue  on  next  page 


OSD  C«s«  #89-007: 


1.  Management  reviews  and  DODIG  report  No.  92-069  '*Quick 
Reaction  Report  on  DOD  Procurements  Through  the  Tennessee  Valley 
Authority"  of  3  April  1992. 

Major  Milestones  in  Corrective  Aotloni 


A.  Completed  Milestones: 

D8te: 

Completed 

3/90 


Completed 

3/90 


Completed 

9/93 


Completed 

9/93 


MilMftiOBt: 

Issue  an  alert  to  all  program 
officials  and  contracting  officers 
advising  them  of  the  need  to  ensure 
compliance  with  statutory  and 
regulatory  requirements  governing 
interagency  acquisitions. 

Designate  the  implementation  of 
DOD/DON  policy  on  interagency 
transfers  a  special  interest  item 
for  at  least  one  Procurement 
Management  Review  cycle. 

Issue  Navy  guidance  on 
interagency  acquisition,  requiring 
activities  to  establish  appropriate 
financial  and  administrative 
controls. 

Verification:  Begin  conducting 
Navy  procurement  management 
reviews . 


Point  of  Contact:  Mr.  Richard  Gloss,  (703)  607-3333. 
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AMMUAL  REPORT  OM  OPBRATIMQ  ACCOOliTIllO  8Y8TBM8 

FQR  rigCAt  YBAR 

Pursuant  to  Section  4  of  the  Federal  Managers'  Financial 
Integrity  Act  of  1982,  the  Department  of  the  Navy  has  reasonably 
complied  in  reviewing  its  primary  and  administrative  accounting 
systems  as  defined  by  the  General  Accounting  Office  (GAO) ,  during 
the  fiscal  year  ending  September  30,  1993.  The  review  of  each 
system  or  system  segment  was  performed  by  Navy  operating 
personnel  and  encompassed  the  accounting  principles,  standards 
and  related  requirements  prescribed  by  the  DoD  Financial 
Management  Regulation  7000. 14-R.  The  method  of  review  was  the 
DoD  System  Manager /User  Review  (SM/UR)  guide.  An  inventory  of 
operating  accounting  systems  is  included  as  an  attachment. 

The  Department  of  the  Navy  has  31  operating  accounting 
systems.  The  results  of  the  evaluations  described  in  the  above 
paragraph,  the  approvals  of  accounting  system  design 
documentation  already  provided  by  the  GAO  for  certain  accounting 
systems,  assurances  given  by  system  managers,  and  other 
information  show  that  28  of  the  31  operating  accounting  systems 
are  substantially  in  compliance  with  GAO  accounting  principles, 
standards,  and  related  requirements.  The  remaining  three 
accounting  systems  contain  nonconformances  which  preclude 
certification  that  the  system  is  in  substantial  compliance  with 
GAO  accounting  principles,  standards,  and  related  requirements. 

The  attachment  lists  28  compliant  systems  and  three 
noncompliant  systems  with  completion  dates  for  upgrade  actions. 


TAB  D 


DEPARTMENT  OF  THE  NAVY 


A] 


UAL  INVENTORY  OF  OPERATING 
ACCOUNTING  SYSTEMS 


FISCAL  YEAR  1993 


A.  OPgRATINQ  ACCOUMTlNq  SYSTBMB  8UB8TMITIALLY  IN  COMPUMiCB  WITH 
GAO  ACCOUMTIMQ  PRIMCIPLga.  STAMDARDS.  AND  RBIATBD  RBQUIRBMBIIT8 

SYSTEM  NAME 

GENERAL  ACCOUMTIMG  SYSTEMS 

NOOl  Navy  Headquarters  Financial  Systems  (NHFS)  * 

N004  Responsibility  Office  Automated  Resource  System  (ROARS) 

N006  Military  Assistance  Program  Accounting  System  (MAPAS)  * 

N063  Authorization  Accounting  Activity  -  Resource  Management 
System  (AAA,  RMS) 

N066  Non-Mechanized  Resource  Management  System  Activities 
(NON-MECHANIZED  RMS)  * 

N072  Permanent  Change  of  Station  Reservation/Obligation  Database 
(PCS  PRODS) 

NR25  Reserve  Personnel,  Navy,  New  Orleans,  Financial  Management 
System  (RPN,  NEW  ORLEANS,  FMS) 

DEFENSE  BUSINESS  OPERATIONS  FUND  ACCOUNTING  SYSTEMS 

N017  Department  of  the  Navy  Industrial  Budget  Information  System 
(DONIBIS)  * 

TRUST  FUND  ACCOUMTIMG  SYSTEMS 
N044  Trust  Funds  Accounting  Systems 
CIVILIAN  PAYROLL  SYSTEMS 

N098  Naval  Activities,  United  Kingdom,  London  (CIVPAY) 

N099  Commander,  Fleet  Activities,  Okinawa  (CIVPAY)  * 

NlOl  Naval  Medical  Research  Unit,  Cairo,  Egypt  (CIVPAY) 
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Attachment 


N102  U.S.  Naval  Facility,  Argentia,  Newfoundland  (CIVPAY) 

N103  U.S.  Naval  Office,  Singapore  (CIVPAY) 

N104  U.S.  Naval  Station,  Rodnan,  Panama  Canal  Zone  (CIVPAY) 

NR22  Personnel  Support  Detachment,  Panama  Canal  Zone  (Bond) 

NR44  Naval  Station  Rota  Spain  Civilian  Payroll  System  (Frgn  Natl) 

NR45  Personnel  Support  Detachment,  Keflavik  (CIVPAY)  (Frgn  Natl) 

NR46  Naval  Support  Activity  Naples  Italian  Civilian  Payroll 
System  (Frgn  Natl) 

NR47  Naval  Air  Station  Sigonella  Italian  Civilian  Payroll  System 
(Frgn  Natl) 

NR48  U.S.  Naval  Station,  Rodman,  Panama  Canal  Zone  (CIVPAY)  (Frgn 
Natl) 

NR49  Naval  Activity,  United  Kingdom,  London  (CIVPAY)  (Frgn  Natl) 

NR51  Naval  Medical  Research  Unit,  Cairo,  Egypt  (CIVPAY)  (Frgn 
Natl) 

NR52  U.S.  Naval  Facility,  Argentia,  Newfoundland  (CIVPAY)  (Frgn 
Natl) 

NR53  Personnel  Support  Detachment,  Bermuda  (CIVPAY)  (Frgn  Natl) 

NR54  U.S.  Navy  Office,  Singapore  (CIVPAY)  (Frgn  Natl) 

NR55  Naval  Support  Office,  New  Zealand  (CIVPAY)  (Frgn  Natl)  * 

NR56  U.S.  Naval  Purchasing  Department,  Hong  Kong  (CIVPAY)  (Frgn 
Natl) 

*  Annotated  systems  did  not  submit  1993  SM/UR.  Compliancy 
rating  based  on  1990-1992  ratings. 
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B.  OgBATIliq  ACCOPHTIIIQ  SYSTEMS  MOT  III  COMPLIMICB  WITH  0X0 
ACCQTOTmq  PRIWCIPLEe,  BTMIDMlDfl,  BHD  RBLATBD  RBQUIRBMBMTS 

Planned  Date  to  be 

SYgtSffl  »affifi(Asr<?nYlR)  Brought  into  Compliance,  footnote/ 

OBMBRAL  ACCOUMTIHO  8Y8TB118 

N014  Resale  Operations 

Management  System  (ROMS) 

N071  Military  Personnel,  Navy, 

Financial  Management  System 
(MPN)  (MFS) 

TRU8T  FUND  ACCOUllTIMa  8Y8TEM8 

N046  Foreign  Military  Training 

Financial  Management  System 
(FMTFMS) 

Footnotes 

System  manager  does  not  consider  ROMS  an  accounting  system; 
therefore,  conformance  with  DoD  accounting  policies  and 
requirements  is  not  applicable. 


None  1/ 
FY  1994 

FY  1995 
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roOOT  OM  JkCCOUOTIMQ  SYeTBM  MOKCOMfOWMICl  TQ  CQIttTBQMtlR  glMBKMt 
ACCOOMTIMO  PRIMCIPT.M.  aTXIIDXBfm  MIP 


flWiMMT  TMLB 


TM.  IKMieOliyaRlIMWBB 


Year 


Name  of  System/ 

Tltle(s)  of 

Nonconformance  f  si 

First 

Reported 

Target  for 
Correction  in 
last  year's 
FMPIA  Beport 

Current 

Target 

for 

Correction 

N014  Resale  Operations 

Management  System  (ROMS) 

KAR  01 

General  Ledger 
Control  and 
Financial 
Reporting 

FY  1993 

N/A 

None  1/ 

KAR  05 

Accrual 

Accounting 

FY  1993 

N/A 

None  1/ 

KAR  07 

System 

Controls 

FY  1993 

N/A 

None  1/ 

KAR  08 

Audit 

Trails 

FY  1993 

N/A 

None  1/ 

KAR  10 

System 

Documentation 

FY  1993 

N/A 

None  1/ 

KAR  11 

System 

Operations 

FY  1993 

N/A 

None  1/ 

KAR  12 

User 

FY  1993 

N/A 

None  1/ 

Information 

Needs 


N014  Military  Personnel, 

Navy,  Financial 
Management  System 
(MPN)  (MFS) 

KAR  10  System  FY  1993  N/A  FY  1994 

Documentation 

N046  Foreign  Military 

Training  Financial 
Management  System 


Page 

1/ 


3 


5 


1 


KAR  10  System  FY  1992  N/A  i/  FY  1994 

Documentation 

Footnotes : 

1/  System  manager  does  not  consider  ROMS  an  accounting  system;  therefore, 
conformance  with  DoD  accounting  policies  and  requirements  is  not 
applicable.  No  effort  is  in  progress  to  make  RONS  compliant  with  KARs. 

2/  Navy  did  not  report  a  target  completion  date  for  corrective  action  in 
the  FY  1992  FMFIA  Statement  of  Assurance,  Section  4. 
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Name  of  System;  Military  Personnel,  Navy,  Financial  Management  System 
(MPN)  (MFS) 

Name  of  Responsible  System  Manager:  Bureau  of  Naval  Personnel  (SUPERS) 
Title  of  Material  Nonconformance: 

KAR  10  System  Documentation 

Functional  Category  in  Statistical  summary;  General  Accounting  System 

Bureau/Approoriation/Account  Number :  Military  Pay,  Navy  (MPN) 

Reserve  Pay,  Navy  (RPN) 

Pace  of  Corrective  Action 

Year  Identified;  FY  1993 

Original  Targeted  Correction  Date;  N/A 

Targeted  Correction  Date  in  Last  Yearns  Report;  N/A 

Current  Target  Date;  FY  1994 

Reason  for  Change  in  Datefs>:  N/A 


Description  of  Material  Nonconformance  and  Its  Impact  on  Agency  Qperationg 

System  documentation  is  completely  out  of  date.  End  users  have  difficulty 
using  output  products. 


Source  of  Discovery  of  Material  Nonconformance;  FY  1993  System 
Manager/User  Review 


Critical  Milestones  in  Corrective  Action; 


SUPERS  will  eliminate  the  system;  merge  with  other  systems.  MFS  is 
composed  of  four  modules.  Merge  the  MFS (PCS)  and  MFS(ExpMon)  modules  with 
the  PRODS  system.  Migrate  the  MFS (FISCAL)  module  to  the  Pers-7  AAS  system. 
Merge  MFS(P&A)  module  with  BOATS 


_ Completion  Date _ 

Critical  Milestones;  Original  Plan  Current  Plan  Actual 


A.  Completed  actions /events 


B.  Planned  act ions /events  f short  term  -  next  12  months^ 

Complete  merging  FY  1994 

of  modules  with 
other  systems 
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(FHTFMS) 


Foreign  Military  Training  Financial  Managenent  Systee 


Naae  of  Responsible  Svstea  Manager;  Naval  Education  and  Training  Coaaand 
(CNET  -  NETSAFA  Code  N-3) 

Title  of  Material  Nonconf oraance : 

KAR  10  Systea  Oocuaentation 

Functional  Category  in  statiatteai  nurnm^ryt  Trust  Fund  Accounting  Systea 
Bureau/ Appropriation/ Account  wuwber » 

Operations  and  Maintenance  Navy,  Military  Pay  Navy,  General  Fund  Receipt 
Accounts,  Aircraft  Procureaent,  DBOF,  Operations  and  Maintenance  Marine 
Corps,  Military  Pay  Marine  Corps,  Other  Procureaent  Marine  Corps 

Pace  of  Corrective  Action 

Year  Identified;  FY  1992 

Original  Targeted  Correction  Date;  None  reported  in  FY  1992 
Targeted  Correction  Date  in  Last  Yearns  Report;  None  reported  in  FY 
1992 

Current  Target  Date;  FY  1994 
Reason  for  Change  in  Datefs);  N/A 


Description  of  Material  Nonconf oraance  and  Its  laoact  on  Agency  Qperationg 


Inadequate  docuaentation 


Source  of  Discovery  of  Material  Nonconf oraance;  FY  1992  Sysrea 
Manager/ User  Review 


Critical  Milestones  in  Corrective  Action; 

There  is  an  on-going  effort  of  docuaent  preparation  of  functional 
descriptions,  flow  charts,  user  guides,  and  systea  docuaentation  to  provide 
coapliancy  with  KAR  10. 


_ Coapletion  Date _ 

Critical  Milestones;  Original  Plan  Current  Plan  Actual 

A.  Coapleted  actions /events 

B.  Planned  actions /events  fshort  tera  -  next  12  aonths) 

Prepare  adequate  FY  1994 

docuaentation 


C.  PiMinad  actlQM/«vnt«  aonoT  tara) 

N/A 

Validation  Proc««s  to  ba  U«ad;  FNFIA  Saction  4  raviav  for  FY  1994  and  1995 
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Naaa  of  Sv«t«M!  Foreign  Military  Training  Financial  Management  System 
(FMTFMS) 

Name  of  Responsible  Manager;  Naval  Education  and  Training  Command  (CNET  - 
NETSAFA  Code  N-3) 

Title  of  Material  Nonconformance f s^ ; 

KAR  04  Cost  Accounting 

Other  claimants'  costs  in  support  of  CNET's  specialized  training 
were  being  understated. 

Bureau/Appropriation/Account  Number; 

Operations  and  Maintenance  Navy,  Military  Pay  Navy,  General  Fund  Receipt 
Accounts,  Aircraft  Procurement,  DBOF,  Operations  and  Maintenance  Marine 
Corps,  Military  Pay  Marine  Corps,  Other  Procurement  Marine  Corps 

Year  Identified;  FY  1989 

Corrggtivg  Aotions  TaKgn: 

Improved  cost  collection  process.  Requested  major  claimants  to  provide 
their  cost  data. 

Validation  Process  Used;  System  Manager/User  Review  for  FY  1993 
A  CSE  of  the  system  would  provide  additional  assurance  of  the  effectiveness 
of  corrective  action. 

Results  of  Validation  Actions  Taken;  System  is  compliant  with  KAR  04. 
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